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iV, How high 


are stocks? 


Look back—and any number of 
stocks are about as high as they’ve 
ever been. 





But in terms of values—sales, 
earnings, dividends—they’re not 
nearly as high as they were 25 years 
ago. 

Now look ahead— years, 10 years, 
25 years—consider the many un- 
tapped potentials that should mean 
continued industrial growth, and it’s 
easy to see why some people think to- 
day’s prices for stocks may actually be 
low by tomorrow’s standards. 

Of course, talking about “stocks” 
in general is always dangerous. 

Because all stocks rarely move to- 
gether... 

Because in the years ahead this in- 
dustry will prosper, others may not... 

Because the difference between 
profit and loss should always depend 
on sensible selections made on the 
basis of available facts. 

Where can you get those facts? 

That’s easy. 

Our Research Department will be 
happy to tell you all that it can about 
any individual stocks that you might 
want to buy or sell, or send you an 
objective review of your entire port- 
folio, or plan a complete investment 
program based on your funds and ob- 
jectives. 

There’s no charge, whether you’re 
a customer or not. No obligation 
either. 

Simply outline your situation in a 
confidential letter marked for my at- 
tention. 


WALTER A. SCHOLL 
Department SF-66 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 106 Cities 


“Invest — for the better things in life 





The sun’s rays, falling on the Bell Solar Battery, provide the only source of power needed to turn this disc. Note 
the small size of battery (in circle). Simple and efficient. Made with wafer-thin strips of specially prepared silicon. A 
Bell Solar Battery covering a square yard of surface will deliver enough power to light an ordinary reading lamp. 


New Bell Solar Battery Converts 
Sun’s Rays Into Electricity 


Bell Telephone Laboratories 
demonstrate new device for using 
power from the sun 


One of mankind’s most cherished 
dreams has been to use the almost 
limitless energy of the sun. 

A significant advance toward this 
age-old goal has been realized at 
Bell Telephone Laboratories with the 
discovery of a way to convert energy 
from the sun directly and efficiently 
into usable amounts of electricity. 


The amazingly simple device, made 
from an ingredient of common sand, 
is called the Bell Solar Battery. 
It should theoretically last indefi- 
nitely, since nothing is consumed and 
there are no moving parts. 


Though much development re- 
mains to be done, it offers possibilities 
beyond the telephone business for 
which it was invented. Here is a 
glimpse of distant horizons. 


Even at its birth, the Bell Solar 
Battery gets enough energy from 


the sun to turn a wheel, operate 
a low-power radio transmitter and 
transmit voices over the telephone. 


Its use with transistors (also invent- 
ed at Bell Laboratories) offers great 
opportunities for improvements and 
economies in telephone service. 


For that is the aim of all telephone 
research. Once again the pure re- 
search and advanced techniques of 
Bell Laboratories chart the way for 
better and better telephone service 
for more and more people. 


BELL. TELEPHONE SYSTEM 
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The Trend of Events 


_ TAKE NOTHING FOR GRANTED...In a few weeks— 
_ we hope—Congress will have enacted the necessary 
' legislation on the budget to provide for the govern- 
' ment’s financial requirements in fiscal 1955. The 
_ basic assumption on which the budget is being pre- 
| pared is that there will be no pressing need to ex- 


pand military expenditures. Yet this assumption is 
already being weakened by the rapidly developing 
crisis arising out of the Indo-China situation and it 
may well be that by the time enactment of the legis- 
lation has taken place, or shortly after, the govern- 
ment may be compelled to request important addi- 
tional sums to provide for any emergency. 

This places the government in an extraordinarily 
difficult position as it must have two alternate pro- 
grams in readiness—one based on the assumption 
that we will not be dragged into hostilities in Indo- 
China, with its fateful connotations, and two, that 
intervention, in fact, is inevitable. In the first hypo- 
thesis, the budget now being prepared will stand. In 
the second, it will manifestly have to be abandoned 
in favor of one that is greatly enlarged. 

Under the circumstance, it would seem that the 
financial measures adopted by 


THE WRONG SLANT... An important mid-west labor 
publication recently picked up our comprehensive 
article on “Automation” paying us the compliment 
of reprinting it in toto. In commenting editorially on 
the article, the position was taken that in depicting 
the massive trend toward “automation” and in 
pointing out its manifest advantages to industry, we 
failed to recognize that American labor would be 
displaced to a large extent in the process. 

It is astonishing that this archaic viewpoint 
should still be maintained by labor spokesmen after 
the experience of the past fifty years. There never 
has, in fact, been the slightest scintilla of evidence 
that the creation of increasingly efficient equipment 
could have any but the most beneficient effects on 
labor. The greater the productivity of the machine, 
the greater the productivity of labor and the greater 
its share in the rewards. 

It is true that individual products and, even in- 
dustries, may be displaced with advances in tech- 
nology but such a loss is inevitably absorbed in the 
over-all increase of national production which re- 
sults from more modern techniques. Far from being 
harmful to labor, “automa- 





Congress during the next few 
weeks essentially cannot be 
considered other than tenta- 
tive. It certainly cannot be 
taken for granted that they 
will remain intact over the 
entirety of the next fiscal year. 
This inevitably creates some 
doubt as to government fiscal 
policies as long as the present 
crisis continues. 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What's Ahead for Business?” This 
regular feature represents a valuable 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


tion” is a boon from which 
labor profits directly in better 
earnings and lower hours of 
work. Were it not for the con- 
stant increase in productivity 
through advanced technologi- 
cal methods, labor could never 
have the leisure which it now 
enjoys and which is the envy 
of working classes through- 
out the world. 
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CAN OUR FARM SURPLUS BE REDUCED?... The gov- 
ernment is the uneasy owner of about $6.3 billion in 
farm products, of which it owns about $2.8 billion 
outright, with the rest held as collateral against 
loans. For all practical purposes, the government 
actually owns the lot as the farmer tends to forfeit 
that part of his crop put up for loan when prices 
drop below support levels which is what anyone 
would do under the circumstances. 

Secretary Benson has taken some heroic steps to 
cut down the size of the glut. For example, he has 
decreed that acreage on cotton, corn and wheat be 
cut 16%. Farmers failing to obey the injunction 
would lose a pro rata share of price supports. It is 
doubtful, however, that this will work as production 
would still be much higher than demand. Further- 
more, some experts foresee that farmers would 
merely switch to other farm products with price 
supports, thus increasing the hazard of burdensome 
surpluses in new directions. 

There is also a plan to get rid of about $1 billion 
of surplus farm products by selling abroad under 
the market, but foreign producers have protested 
vigorously that this would undermine their own 
markets. Minor programs, involving free distribu- 
tion of farm products to the aged, the needy, to 
hospitals and other institutions, have also been pro- 
posed. It is doubtful that all of these programs com- 
bined would produce more than a dent in the moun- 
tain of surplus supplies. 

Some who are close to the picture, foresee a farm 
surplus amounting to $8 billion in 1955 and as high 
as $10 billion in 1956, and can see no relief until 
then, no matter what the government does. They 
claim that the situation would be a little improved 
if Benson could put through his flexible price sup- 
port program and a‘good deal worse if high support 
levels are maintained. No matter how one looks at 
the situation, it does seem that the prospect is an un- 
satisfactory one and that the farm problem will be 
with us for a long time to come. 


THE NATION’S PAYROLL...A true measure of the 
rapid expansion of the people’s purchasing power 
in the past decade is evidenced by the stupendous 
growth of the U.S. payroll. Although slightly lower 
now than at the peak last fall, the nation’s payroll 
is still close to the $200 billion level according to an 
interesting analysis by the Institute of Life Insur- 
ance. This tremendous volume is actually about four 
times greater than at the beginning of World War II. 

About $64 billion of the total payroll is repre- 
sented by wages from private industry and the 
balance, about $33 billion, comprises the government 
payroll—federal, state and local. In addition, supple- 
mentary direct compensation in the form of benefits 
of various types to employees, amounting to $10 
billion annually, help to sustain the national pur- 
chasing power at extraordinarily high levels. 

The dimensiens of the annual national payroll, to- 
gether with its supplements, are so great that a de- 
cline of several billion dollars in the annual wage of 
the country, such as we have had in the past six 
months, seems relatively trifling. It is true that the 
individuals affected are now hit quite hard but 
so far as the nation’s economy is concerned, this 


hardly affects the total picture. It may well be that 
the total of wages, salaries and supplements in 1954 
will not quite reach the 1953 total of $207.6 billion 
but if the first quarter of this year is a reliable 
guide, there is not likely to be a decline of more than 
3%, which would bring the total to about $200 bil- 
lion. This is still a very imposing figure and helps to 
account for the growing feeling of confidence that 
while a great upsurge in business is not expected, at 
least present levels will be held. 


DO CORPORATION EXECUTIVES GET TOO MUCH?... 
The answer to this question depends on whether the 
stockholder owns shares in a successful or unsuccess- 
ful company. As a matter of fact, financial rewards 
to top executives should be commensurate with per- 
formance. In the final analysis, performance should 
be judged—in the eyes of the stockholder, at least- 
by the record of earnings and dividends. 

The largest and most successful companies pay 
what seem like fabulous salaries and bonuses to the 
highest echelon of the corporate administration. Yet, 
it is probably true that in such instances the finan- 
cial rewards enjoyed by these business leaders is not 
excessive. The fact is that no corporation is better 


porations literally rests in the hands of the men who 
direct their destinies. 

Further, the supply of managerial talent of the 
highest order is quite scarce and business adminis- 
trators who possesses these capacities are eagerly 
sought after by directors. The history of American 
corporations is replete with examples of single in- 
dividuals, who by dint of their peculiar business 
genius, have been responsible for the outstanding 
growth which these corporations have enjoyed. In a 
sense, therefore, there is no way in which these men 
can be rewarded through mere pay no matter how 
large it may be. Restive stockholders who ponder 
over the large salaries of their chairmen and presi- 
dents should consider these emoluments in the light 
of the accomplishments of these executives in behalf 
of their companies and not oppose such generous pay 
when clearly merited. 

On the other hand, there is no doubt that stock- 
holders may have a legitimate cause for complaint 
when high salaries and bonuses continue to be paid 
to corporate heads who have not distinguished them- 
selves by a heretofore noteworthy performance. 


STEADY AS SHE GOES... Every market observer has 
known that emotionalism plays a great part in de- 
cisive market movements. Great enthusiasm in a ris- 
ing market is contagious, as is fear in a declining 
market. In the present market, as prices rise, cheer 
is spreading far and wide among the undiscriminat- 
ing public. 

Though we must apologize for raising this death’s 
head at the market feast, let us remind our readers, 
if they need reminding, that in their search for mar- 
ket profits, they should shun over-confidence as a 
plague. Over-loading with stock of any description, 
over-buying of speculative issues with uncertain 
prospects, and failure to maintain adequate reserves 
is a sure road to financial loss. So we say to investors: 
Steady as she goes. 
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By JOHN CORDELLI 


RUSSIA, TOO, HAS HER WEAKNESSES 


B etore Wwe succumb entirely to the rampant 
fears which are haunting the American people to- 
day, it would be a good idea to take another look at 
our great adversary, the Soviet Union, to see whether 
what we fear so greatly is in reality as strong as 
it appears. There are many signs of weakness, if we 
would only look at them hard, and that should be 
obvious if we refuse to be 
taken in by Russian 


The Russians have 
lately been making a 
great to-do about the 
potentialities in East- 
West trade. Swallowing 
this line completely, the 
British, in the hope of 
doing business, have been 
trudging back and forth 
to Moscow and Russian 








making the trek to Lon- 
don with the same pur- 
pose in mind. Yet, what 
has been the result? 
After countless meetings, 
the Russians have been 
forced to admit that they 
have very little to sell, at 
least nothing that the 
British want, aside from 
grain, lumber and furs, 
traditional items of ex- 
change. The little they 
have for export, in fact, 
must go to their impov- 
erished satellites, all of 
which, combined, form 
one gigantic poor-house. 

Consumer goods are 
still scarce in the Soviets 
and the authorities of the 
Kremlin are at their wit’s 
ends as to how to meet 
the demands of a dissatisfied public. After years of 
great effort on the part of the government, all that 
has been accomplished has been to get the worker’s 
purchasing power back to 1928 levels. That it is now 
higher than the abysmally low levels of 1948, a period 
in which ordinary necessities of life were lacking to 
the average Russian, can hardly appear a great 
achievement to Westerners, in general, and Amer- 
icans, in particular, who in the same period have 
made enormous advances in their living standards. 
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BIG DISCOVERY AT THE EAST-WEST 
TRADE CONFERENCE 





Dowling,in the N. Y. Herald Tribune 


Even in the field of heavy industry, where the Rus- 
sians have made their greatest progress, there are 
many flaws, or so they would appear in American 
eyes. Thus, Kaganovith, the Soviet deputy-premier 
and head of the Transport industry, has just admitted 
that the Soviet railroad system is entirely inadequate 
to meet the nation’s needs. 

Beria’s trial and secret 
execution exposed for all 
the world to see that 
there were very deep rifts 
in the Soviet hierarchy. 
Since that time, defec- 
tions to the West among 
important officials, par- 
ticularly in the field of 
military intelligence have 
been increasingly numer- 
ous. This is a clear indi- 
cation that the Soviet bu- 
reaucracy is not nearly so 
tightly woven as is com- 
monly understood to be 
the case. As to the East- 
European satellites, there 
have been many indica- 
tions for years that the 
unhappy peoples held cap- 
tive would revolt, once 
the Red armies were re- 
moved. Nor should we 
forget that the Russians 
and Chinese have made 
war on each other more 
than once in the past. 
The present alliance, 
which is the handiwork 
of small groups of de- 
termined men, does not 
rest on popular support. 
We are prone to forget 
this salient fact in our 
preoccupation with the 
struggle in Asia. 

We should not, of course, minimize the massive 
military strength of the Soviets. Their possession of 
the A-bomb and the H-bomb, aside from their other 
military assets, is enough to give us pause. Yet, in 
the final analysis, the strength of our enemy is lim- 
ited basically to the military field. In every other 
aspect, it is seriously lacking in the economic and 
political essentials. Knowledge of this contrast be- 
tween their position and ours is valuable and should 
be more widespread among our people than it is. 
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Is Market Getting Tired? 


On average, industrial stocks rose moderately further over the last fortnight, but added 
only a nominal gain last week. Rails and utilities were confined to a narrow range. There 


are tentative indications of increasing resistance to upward market tendencies, Continue 


to follow a conservative, selective policy and to hold reasonable reserves. 


By A. T. 


a the industrial section of the list, whether 
measured by the Dow senior average or by more 
broadly representative indexes, the stock market’s 
protracted advance—which has now run for more 
than eight months without any reversal of more 
than minor proportions—was moderately extended, 
on balance, over the last fortnight, despite some ir- 
regularity in recent days. Fluctuation during most 
of last week was comparatively narrow, and trading 
volume was materially reduced, as compared with 
the highest levels of late May. 

The rail average was pretty much stymied 
throughout the fortnight. The recent pattern here 
was a fairly sharp advance for roughly two weeks 
from. late April into May, putting the average to a 


MILLER 


new rally high for the phase of advance begun last 
September, but leaving it far under prior major high 
of late 1952; then a much smaller additional gain for 
two weeks or so, with the rise petering out into little 
more than sidewise drift subsequently and up to 
this writing. 

Utilities recorded a new bull-market by a small 
margin on May 26; but for all practical purposes 
this average has virtually been “making a line” over 
the last three weeks. To sum up, rails and utilities 
look definitely “tired” at least for the time being; 
and there is tentative evidence of loss of momentum 
in the forward drive of the industrial section. These 
indications of apparent need of market correction, 
whether of minor or more than minor proportions, 





MEASURING MARKET SUPPORT 


“THE MARKET IS A TUG-OF-WAR . .. CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS” 


are no more positive than they were at 
various previous points in the long ad- 
vance, in all of which instances “tired- 
ness” proved to be temporary and was 
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DEMAND for STOCKS 


AS INDICATED BY TRANSACTIONS 


330 followed by renewed upward tendencies 
in fairly short order. Whether the same 
will be so in the present instance re- 




























































































AT RISING PRICES _ mains to be seen. 
290 Beh eee oer : es 290 . : 
pies tae Some Background Considerations 
peseees eens 
270 : ze Boe 210 In the case of industrials generally, 
Poe Seer there is nothing new in the basic con- 
pa ieee eee siderations, except the simple fact that 
250 Se 250 protracted advance has made stocks 
7 7 progressively less cheap, and to that 
230m SS SUPPLY OF STOCKS f.20 extent less attractive on a price and 
| YY AS INDICATED BY TRANSACTIONS yield basis. Advances do not run for- 
- a AT DECLINING PRICES = ever, checked only by minor corrections. 





MEASURING INVESTMENT AND SPECULATIVE DEMAND 


The industrial average has risen about 
73 points, or more than 28.5%, in 
roughly 8 months. That is far wider than 





150 the past average range for full years. 
Therefore, simply on the basis of nor- 








mal market habits and the rough law 
of mathematical probability, the chances 





140 for a sell-off of some proportions have 
been increasing, even though it must 





be noted that the precise timing of such 
turns is always uncertain and unpre- 












































ma dictable. 


In addition to these considerations, it 
may be observed that there has been 
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120 some recent deterioration in the quality 
of upside leadership in the industrial 
list. Despite exceptions, fewer of the 
prized institution-grade stocks have 
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been pushing on to new 
highs than was previously 
so. This should not be sur- 
prising, since many of 
these issues have reached 
a yield basis too low to be 
particularly inviting for 
new buying by individual 
investors—as will be dis- 
cussed in more detail fur- 
ther along in this article 
—and since institutional 
demand, although an im- 
portant supporting factor, 
has never been enough to 
dominate the market com- 
pletely, to assure perpetual 
advance even in basically 
favored stocks or to pre- 
clude sizable sell-offs. Gen- 
erally speaking, these 
“fair-haired” stocks are 
rather richly priced; and 
many of them currently 
have a “tired” look. 
Whether a temporary rest 
will suffice for reinvigora- 
tion is conjectural. 

Secondary and specula- 
tive stocks have recently 
accounted for a substanti- 
ally increased proportion 
of the new highs recorded 
by individual issues. This 
is not necessarily a dan- . «= a 
ger signal of significance. , 
By and large, stocks of 
these types are not rising 
without an __ individual 
basis therefor. The great majority of secondary is- 
sues remain well under earlier highs. There is no- 
where near the degree of general speculation that 
developed in the upper reaches of the 1942-1946 bull 
market in late 1945 and early 1946. Measured in 
ratio to stock values, margin debt is insignificant. 
It is normal in a bull market, as better grade stocks 
get to an increasingly lower yield basis, for demand 
to spill over into secondary issues. So far, this is a lim- 
ited and selective process. It was usually less so in the 
past. Bull markets traditionally ended with, or not 
long after, a more or less dynamic speculative “blow- 
off” paced by low-priced “cats and dogs.” The latter 
had a big play in late 1945 and early 1946, topping 
out several months in advance of the peaks in the 
Dow industrial and rail averages—a far bigger play 
than they have had at any subsequent time. But it 
is a different kind of market now—a market of more 
sophisticated investment. It is also a_ different 
economy. In general, marginal companies had easier 
than normal going through World War II and earlier 
in the postwar era when accumulated demands per- 
mitted sellers’ markets. We are now in an intensely 
competitive economy, That will probably remain so 
even after the business recession ends, barring any 
war involvement. This race will be won by the 
strong companies. 

So we would not count too much on the actual 
workings of the spillover tendency in this market, on 
transition from an investment to a speculative mar- 
ket, on any kind of a speculative blow-off. You are 
not likely to make money in secondary stocks, ex- 
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cepting in the minority which offer good values on 
careful individual analysis. There is good reason 
to doubt that indiscriminating buying by Tom, Dick 
and Harry will give a general upward bias of much 
force, if any, to speculative stocks. 


Rails and Utilities 


Rails and utilities have other than technical rea- 
sons for looking “tired.”’ Sentiment on rails got some 
lift from improvement in March earnings, as com- 
pared with January and February, and from modest 
recent betterment in freight traffic; but this has 
since been cooled off. April earnings were under those 
of March, partly due to accruals in anticipation of 
higher wages. They were down 49% from a year 
ago, making the shrinkage for the first four months 
about 51%. The comparison is bound to be better 
through most of the second half, measured against a 
lower year-ago base; dividends of most stronger 
rails are weil protected and yields are fairly high. 
Even so, there is nothing in the current rail news 
to spark dynamic general demand for rail stocks; 
and this section of the market is obviously having 
to absorb considerable profit taking. 

The long rise in utilities from their June, 1953, 
low conincided with and was mainly sparked by a 
major advance in the bond market, with sharply 
reduced bond yields making dividend yields on utili- 
ties—as well as on investment-grade income stocks 
generally— proportionately more attractive. But the 
bond market had run into at least temporary trouble, 
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dipping materially from its earlier 1954 high in 
recent weeks. Average yields on high-grade corporate 
bonds declined from a high of over 3.4% in June, 
19538, to a low of about 2.8% at the market’s highest 
price level to date in 1954, but have since edged up 
to about 2.9%. This is enough of a change in the 
money-rate factor to affect sentiment on utilities. It 
may be that Federal easy-money moves will revive 
and to some extent add to the rise in the bond market. 
But “the cream” is off, unless we are going to revert 
to New Deal inflation policies under which average 
corporate bond yield for a time sagged to the vicinity 
of 2.5%. 

Business prospects remain unclear, the outlook for 
earnings moderately adverse on an over-all basis, the 
general prospect for dividends good—but the latter 
has by no means gone undiscounted in the market. A 
conservative, carefully selective policy, with reten- 
tion of reasonable liquid reserves for later oppor- 
tunity, is still the best one. 


Low Yields on High-Grade Common Stocks 


The strong upward surge of the market since last 
September has created a special problem for many 
private investors whose portfolios normally show a 
heavy preponderance of leading common stock issues 
of investment calibre. The problem, which has two 
phases, may be stated as follows: first, is new invest- 
ment in low-yield high-grade stocks advisable at this 
time; second, where long-term capital-gains of con- 
siderable scope are available, should the investor use 
the present period of advanced prices to accept part 
or all of profits? 

In the final analysis, of course, the problem can 
only be solved by the individual investor according 
to his personal needs and objectives. The following 
observations, therefore, are offered only as a gen- 
eral clue to a sound approach: 

If the investor has acquired his holdings in former 
years at low prices and on which there is now a 
substantial yield, as a result of dividend increases 
which may have materialized during the interval, 
the fact that current yields on such issues are low 
should be of no particular concern, provided that he 
is already satisfied with the return being received. 
On the other hand, if he is thinking of making new 
investments, the current low yields on the type of 
stock in which he is normally interested, would con- 
ceivably be a deterrent. In that case, he might rea- 
sonably prefer to wait for a more suitable time to 
purchase these securities. The answer, therefore, 
seems to be that long-term investments in the sound- 
est issues, held for years, need not be disturbed, 
assuming the investor is accustomed to riding the 
falls in the market as well as the rises, and assuming 
he is not especially concerned with the acceptance 
of capital gains. 

If, on the other hand, the investor is mainly 
interested in capital gains, with yields a secondary 
consideration, he might reasonably consider the 
acceptance of substantial long-term profits on part 
of his holdings with two objectives in mind: first, 
to “write down” the original cost of the investment 
by the desired amount; and, second, to set up a cash 
reserve that would enable him to re-acquire the 
issue, or issues, that have been sold, at some later 
date when stock prices would have receded suffi- 
ciently. 

Since comparatively few investors are in a posi- 
tion to maintain a long-term investment position 


without at some time in the future requiring funds 
that cannot be supplied through ordinary income, 
the advisability of acceptance of profits—on a gradu- 
ated scale—will appeal to many. It is for this reason 
that investors should now make a careful appraisal 
of their holdings in order to determine whether some 
of the stocks contained have not reached a point 
where a decision as to the advisability of their 
retention should be made. It need not be said that 
such decisions should be made with the greatest 
discrimination and with due regard to the personal 
requirements and objectives of the individual 
investor. 

The above, of course, is not to be construed as a 
general course of action, applicable to stocks as a 
whole, but specifically to those issues on which the 
dividend return is now exceptionally low. 


— Monday, June 7 









































Representative Yields — Leading Stocks* 
Approx. Annual 
Current Dividend 
Price Rate Yield 
Allied Chemical ................... <i $ 3.00 3.33% 
American Can . ese shseivieve 1.40 3.25 
American ding & sition . seauas 2.00 5.55 
American Telephone & Telegraph...... 169 9.00 5.31 
American Tobacco ....................000.. 62 4.401 7.10 
Batiiehenn Steel ........ccccccsceccecsccsss. (OF 5.002 7.47 
RMI RNB ON 3 505 oo oon ss -ecees ee 6.00 9.67 
Corn Products ......... eee Aeeiaen 73 3.853 5.27 
DuPont ................. : bed 4.00 3.17 
Eastman Kodak .. wines Oe 2.004 3.17 
General Electric Siendtcv sk Se 4.805 4.00 
General Foods . : 64 2.80 4.38 
General Motors ae acc 4.00 5.64 
Goodyear Tire & liane. : 2 1S 3.00 4.69 
International Harvester ... . 2 2.00 6.25 
International Nickel nie | 2.006 4.76 
Johns-Manville 00.00.00... eee 70 3.007 4.29 
Loew’s Inc. rs nce a 0.80 5.33 
National Distillers ............. wierd, 1.00 5.26 
National Steel : cavctcnce 3.008 5.66 
Proctor & Gamble... 78 3.259 4.16 
Sears, Roebuck : (eee 65 3.1510 4.84 
Standard Oil (California)................. 64 3.00 4.69 
Standard Oil (New Jersey) bes 89 4.60 5.17 
po ast i 3.4011 4.65 
Union Carbide & Siti. . 82 2.5012 3.05 
United Aircraft ......... iicek: 3.00 5.00 
U. S. Steel F . 4 3.00 6.25 
Westinghouse Electric ee 68 2.00 2.94 
Woolworth (F. W.) : wen 2.5013 5.81 
Average Yield 4.85% 
*—Dow-Jones 30 Industrials. 
1—Including $1.00 extra paid March 2, 1954. 
2—Quarterly $1.25 payable June 1, 1954. 
8—Including 25c extra paid January 25, 1954. 
4—Including 20c extra paid January 2, 1954 
5—Based on quarterly 40c payable August 2, 1954 on new stock 
(after 3 for 1 split). 
6—$2.35 nteding 35c extra paid December 21, 1953) less 15% 
non-residence tax. 
7—Excluding $1.25 year-end extra (paid 1953). 
8—Excluding 25c year-end extra (paid 1953). 
9—Including 65c extra paid May 15, 1954. 
10—Including 75¢ extra paid January 2, 1954. 
11—Including 40c extra paid December 10, 1953. 
12—Including 50c extra paid December 1, 1953. 
13—Including 50c extra paid March 1, 1954. 
{PSB LE LET ISAS LORE BOATS TLE OT i a 








THE MAGAZINE OF WALL STREET 








By H 


ductic 
index. 
level ¢ 
to-qus 
is ave 
suring 
ductic 

The 
may | 
activi 
influe 
But f 


JUNE 

















I! 


EET 








Kvaluating 1954 
Production Trends 


By HAROLD NICHOLSON 


S. April and May, the rate of industrial pro- 
duction, as measured by the Federal Reserve Board’s 
index, flattened out at a level about 11% below its 
level at the peak of the 1953 boom. Measuring quarter- 
to-quarter, the rate of output in the second quarter 
is averaging lower than in the first quarter, but mea- 
suring month-to-month, the 1953-1954 decline in pro- 
duction has already ended. 

The end of a decline in production in mid-1954 
may have little bearing on the course of business 
activity in 1955, since a number of major market 
influences may intervene between now and then. 
But for the very short term—say the next four or 
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five months—it has important and rather definite 
implications for general business conditions. It is 
not too early to explore these implications, and to 
set out briefly a probable course for industrial ac- 
tivity between now and late Fall. 

In charting this course, it has been convenient to 
use the experience of 22 basic industries in manu- 
facturing (see table) as a guide. These industrial 
groups are widely diversified within themselves— 
so much so that they are generally representative of 
industrial activity. The industries selected, in fact, 
account for over two thirds of the aggregate manu- 
facturing and mining activity measured by the 












































































































































Production Trends and Outlook for Leading Industries 
1953 1954 
(1947-49 — 100) 2nd Quarter 3rd Quarter 
Ist Quarter 2nd Quarter 3rd Quarter 4th Quarter Ist Quarter Trend Outlook 
Industrial Production (combined index) ............................:. 135 136 133 130 124 Steady Up Slightly 
IA sxc ccasoneescenesiseonnseahlets 157 155 150 147 138 Steady Up Slightly 
POD RIES SURE NAO Ra) ARE CE SORA ER PESO i a? 147 146 136 126 107 Steady Up Slighily 
NRO NIE MDREIDS: <, 555s 4 csssavasase oshsssos cts grosbuatancentoaspsess>snanphaneed 138 139 123 119 119 Steady Up 
Perec inen SII EEN 2555.05.50 5 2550 assSctcasénsonnnncenen-ccancenesee 136 139 137 131 123 Steady Steady 
Farm Machinery ; - Pe || 105 92 75 80 Down Steady 
Electrical Machinery a sCitenicteseanee ae 192 188 189 172 Steady Up 
Industrial Machinery si essdacs Tina oe ee 148 142 143 136 Down Steady 
Machine Tools ..... ; oe ioy thene 192 191 185 188 179 Down Steady 
Automobiles mee i ee 148 166 149 121 138 Steady Down 
Aircraft & Parts............. is . : ; 459 452 471 469 485 Steady Steady 
PRN MOTE ooo oss0s 0-25: eee hye 74 65 56 62 45 Steady Steady 
ee a rhs hee tak atecat anes 77 78 79 77 68 Steady Up Slightly 
SUNN ee Oe NNN RNI I 5.55 e oa. sec snicaensicesapsvhosavssssvossbemra¥ene 133 133 135 132 | 136 Up Slightly Steady 
Electric Power Production* ae "ae 151 160 163 159 1 161 Up Up S.ightly 
Freight Car Loadings*... 100 104 97 83 | 87 Steady Up 
*—Seasonally adjusted. | 
ALL NONDURABLE GOODS 118 120 119 117 113 Steady Up Slightly 
Apparel & Allied Products 119 112 108 102 108 Steady Up Slightly 
Synthetic Fabrics . Pree be 116 128 117 101 95 Down Steady 
eat SRE Re Ce Sry RE mre 81 83 78 66 | 58 Down Steady 
DN UII SoS c ccc SS, ay rasa esac eoeeetc NEE 132 135 106 101 || 105 Down Slightly Down Slightly 
FE ae es Oe oad ear sO 108 105 97 91 ! 99 Up Slightly Up Slightly 
SINE I IN bbc occ. Sito sded secsbecestalseeevuss Sa eoeeeseietes . 131 135 130 131 131 Up Slightly Down Slightly 
Printing & Publishing rab Lavusnastonsinary Re sMee oe tah 119 123 117 125 118 Steady Steady 
Chemicals & Allied Products 142 149 143 149 147 Steady 
Canned & Frozen Foods : ; 79 91 201 116 | 73 Up Slightly Up Slightly 
Dairy Products : . 90 131 116 82 95 Steady Steady 
Meat Products 123 106 104 128 ; 118 Steady Up Slightly 
Alcoholic Beverages : 90 104 108 99 86 Steady Up Slightly 
IS EE ee oe rete Cem ee ee 11 107 107 106 96 Steady Up Slightly 
a es 














Federal Reserve’s industrial production index. It 
is proposed to review the current trend of activity 
in these industries, and to project the probable 
trend over the next several months. From these pro- 
jections, it should be possible to draw some conclu- 
sions about the general course of business. 


Major Factors in Production Trends 


In approaching the individual industries, it should 
be noted at the outset that over the past ten months 
of recession, three major market elements have ac- 
counted for most of the 11% decline in total manu- 
facturing activity. By all odds the most important 
of these elements has been the urgent desire on the 
part of manufacturing executives to reduce their 
inventories. This urge to reduce stocks has applied 
equally to distributors, and only somewhat less in- 
tensively to retailers. It has applied to many raw 


























materials, and to finished goods destined for con- 
sumer, defense and business markets. In fully 10 of 
the 22 industrial groups discussed here, inventory 
liquidation has played a major role in the decline of 
production since last July. 

A relatively sharp decline in the demands of the 
defense department has been a second contributory 
influence in the decline of production activity. Weak- 
ness in at least four of the 22 industries can be 
traced clearly to this factor. And in three instances, 
moderate weakness in the demand for consumer 
durables has accounted for much of the decline. In 
only about five of the 22 groups have purely local 
industry conditions been the predominant element 
in their trend over the past year. 

Nonferrous metals. This group includes copper 
smelting and refining; lead, zinc and aluminum pro- 
duction; and nonferrous shapes and castings. For 
the past ten months, the dominant element in ac- 
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tivity in these industries has been inventory liqui- 
dation on the part of industries which consume non- 
ferrous metals. This liquidation phase has ended, 
thanks in part to government stockpiling, some re- 
covery in prices, and trouble in the Far East (these 
are strategic materials in war). The production 
trend is almost unanimously upward for companies 
in these fields, and the rate of rise is likely to be 
significant. , 

Steel. Throughout the steel industry—in pig iron, 
carbon and alloy steels, castings and forgings, and 
standard mill products—inventory liquidation has 
been rapid and severe for the past five months. 
Liquidation is still continuing, but it is almost in- 
evitable that it will slow in the next month or so. 
Steel consumption is now running at about 78% of 
the industry’s raw steel-making capacity, while out- 
put is in the neighborhood of 70%. A rise of roughly 
10%, and possibly running as high as 15%, is as- 
sured for the steel industry in the next three months, 
in all products except those in which the automobile 
industry predominates as a market. For these steels— 
sheet, strip, alloy and carbon bars, among others— 
very little change from current production rates can 
be expected, since automotive purchasing of steels 
is trending down. On balance, the steel ingot produc- 
tion rate should recover to perhaps 75% of capacity 
by late summer. 

Non-electrical machinery. This group includes 
farm machinery, general industrial machinery (in- 
cluding machine tools) and domestic appliances 
other than television and radio. The production out- 
look for this group in aggregate is for stability, 
composed of a mild rise in appliance production (al- 
ready under way), stability in the output of farm 
machinery, and a mild decline in production of in- 
dustrial machinery. The rise in the appliance com- 
ponent reflects an end of a very severe inventory 
liquidation on the part of distributors and manu- 
facturers. 

Electrical Machinery. The bulk of this industry’s 


output is electrical apparatus and components, most 
of it going to public utilities and defense. About one 
sixth of the industry’s products find their way into 
television and radio sets and equipment. Two of the 
three major markets of the industry—power and tele- 
vision—are in an uptrend, in both cases because of 
completion of inventory adjustment. The industry 
has experienced a moderate decline since the peak 
of industrial activity in mid-1953, and should now 
experience a moderate rise, dampened by some slack- 
ness in the defense market. 

Automobiles. The production pace in automobiles 
has stayed high in numbers throughout early 1954, 
but the industry has actually had slightly less than a 
normal seasonal expansion of output. A relatively 
sharp decline is expectable late in the third quarter, 
as a result of the beginning of model changeovers, 
and also because of heavy dealer stocks. The auto- 
mobile industry is one instance of failure to complete 
an inventory correction at the retail level, and the 
production trend must therefore be viewed as down. 

Trucks. While the inventory situation in trucks is 
not quite so poor as in automobiles, the basic truck 
market is weaker than the basic automobile market. 
Truck output is now running far below a year ago, 
and a moderate further decline is quite probable. 

Aircraft and Parts. Little change in the rate of 
aircraft output—which is, of course, virtually en- 
tirely for defense—can be expected over the next 
six months. Both deliveries and work-in-process con- 
tracts should continue at current high levels. It may 
be worth noting that while the defense budget for 
fiscal 1955 (the year beginning this July 1) is 
several billions below the fiscal 1954 spending rate, 
the funds budgeted for aircraft procurement alone 
are in fact somewhat higher than the current rate. 

Furniture and Fixtures. The decline in output of 
this industry over the past ten months reflects, in 
part, inventory adjustment and, in part, some de- 
cline in the credit market for furniture. Even assum- 
ing no recovery in (Please turn to page 358) 
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Union Pension Plans Excessive 


By WARNER T. WILSON 


sie this season of the year when negotiations 
are in progress for wage increases and more par- 
ticularly for fringe benefits, the national cost of 
which already is approaching $25 billion a year, 
every American citizen, whether employer, taxpayer 
or in any other category, should fully realize that 
the dominant position which labor unions have 
achieved in our national economic life is an over- 
whelming force. 

Nor is it to be expected that labor negotiators will 
recognize the broad, economic implications of the 
situation from the national point of view. They will 
insist, as of right, upon every advantage they can 
wring from management and will regard any retreat 
as a threat to the ideal of protecting labor’s gains. 
Where it appears that the immediate traffic is bear- 
ing all it can be made to bear, perhaps something 
less than full demands will be accepted but manage- 
ment will make a grave error if it proceeds upon the 
theory that fairness has any substantial part in a 
settlement. 

Labor, or the great majority of organized labor, 
has become thoroughly imbued with the socialistic 
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idea that both tax laws and compensation bargain- 
ing should be based on a fundamental theory of a 
leveling distribution of wealth. And that, to the labor 
bargaining mind, means visible wealth. Labor gives 
relatively little weight to the clear fact that manage- 
ment must invest thousands of dollars in tools and 
equipment to employ each worker. It has now reached 
$10,000 per worker. Labor sees a bookkeeper’s profit 
for a season and instantly asks for its share, regard- 
less of the necessity for reserves or any other 
consideration. 

The Bible tells the story of the widow’s cruse, the 
vessel of oil which, miraculously, never became empty 
no matter what demands were made upon it, In- 
creasingly, the attitude of Labor has been that, in 
like manner, the resources of American industry 
are inexhaustible, need no replenishing and can be 
drawn upon without ceasing! 


No Income Taxes on Fringe Benefits 


The clearly understandable aspiration for higher} 
wages has been operative for a long time but it was| 
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not until the enactment of the Taft-Hartley Law that 
fringe benefits became subject to collective bargain- 
ing. To be sure, many pension plans have been in 
effect as a result of the initiative of employers, some 
dating back to the end of the last century. The 
phenomenon of special benefits, in addition to money 
wages, has been seized upon by labor leaders only in 
recent years. 

In some cases, workers have not desired higher 
wages because of income tax and leaders have found 
the deferred benefit schemes all to ready at hand to 
use in making fresh demands upon management 
which they seem to believe are imperative if they are 
to maintain their leadership of the unions. ‘The 
Treasury and the tax committees of Congress are 
studying new approaches but, at present, recipients 
of many of the fringe benefits pay no income taxes 
upon them although the corporations which pay those 
benefits have had to struggle against an enormous 
tax load in order to accumulate the sums which must 


) be disbursed. 


In recent years, it has often been suggested that 
man’s advances in science bid fair to destroy man- 
kind and an end of the world is only half-facetiously 
foreseen in one final vast hydrogenous explosion. Ex- 
amination of what man’s science has done shows 
clearly that he has already gravely interfered with 
what for many centuries had been natural evolutions. 
Through the control of infant mortality and the 
rapid extension of average life expectation, at least 
in the Occident, a situation has been created in which 
the United States has an increasing proportion of 
aged and aging people. In 1890 the percentage of 
the people 65 years of age and over to the total popu- 
lation of the United States was 3.8; in 1910 it was 
4.3; in 1930 it was 5.4; in 1950 it was 8.2 and actu- 
aries estimate that in 1960 it will be 9.2. 

Since 1890 there have been changes in labor pat- 
terns, the principal change being the increase in the 
number of working women; that is, working in in- 
dustry. The percentage of persons 65 and over of the 
entire labor force in 1890 was for men, 6.7; 1920, 
7.7; 1940, 10.5; 1950, 12.4. The combined total for 
all workers, men and women, 65 and over in terms 











How a Big Union Invests Its Money 
(AMALGAMATED CLOTHING WORKERS, CIO) 





Where Invested Amount Invested 





2 Banks $ 90 Million 
2 Insurance Companies 108 Million 
Housing _. 23 Million 


Office Buildings, Etc. 
Cash — Bonds 


6 Million 
23 Million 


$250 Million 


Total . 























of percentage of the entire labor force is shown for 
1890 as 10.9; 1920, 12.1; 1940, 16.1 and 1950, 19.1. 
An actuarial estimate puts the 1960 figure at 21.8. 

So here we have a situation in which a greatly 
enlarged proportion of the working population has 
reached an age of failing vigor and abilities in many 
cases and, assuredly, of eager expectation of retire- 
ment provided retirement can be arranged on a 
favorable basis. In a comparatively few years, the 
money cost of labor going in to the products of in- 
dustry has risen amazingly. In the period 1921-29 
the figure for all manufacturing was only 10 per 
cent; in the period 1945-1950 it was 47 per cent. 
In railroad operation the comparative figures for the 
two periods were 6 per cent and 29 per cent. In the 
building trades the figures were 33 per cent and 53 
per cent. 

Periodical wage increases account for some of this 
large percentage but the percentages have been 
given a tremendous impetus in more recent years, 
especially since Taft-Hartley, by the granting of a 
variety of fringe benefits. The general public, read- 
ing of wage increases of perhaps a few cents an 
hour here and there are largely unaware of the 
immense hidden additional costs of labor to em- 
ployers arising from (Please turn to page 362) 


















































Fringe Benefit Payments 
A comparison of fringe payments by companies comparing 1951 and 1953. 
All Manu- Non-Manu- 
Types of Payments Industries facturing facturing 
1951 PAYMENTS 
1. As per cent of payroll, total 18.3% 16.2% 21.4% 
a. Legally required payments (employer's share only) 3.4 3.7 3.1 
b. Pension and other agreed-upon payments (employer’s share only) 5.1 3.8 7.0 
c. Paid rest periods, lunch periods, etc. 1.8 2.0 1.4 
d. Payments for time not worked 6.0 5.1 7.4 
e. Profit-sharing payments, bonuses, etc. 2.0 1.6 2.5 
2. As cents per payroll hour 30.3¢ 28.6c 34.2¢ 
3. As dollars per year per employee $627 $588 $688 
1953 PAYMENTS 
1. As per cent of payroll, total 19.5% 16.8% 23.5% 
a. Legally required payments (employer’s share only) 3.1 3.4 2.8 
b. Pension and other agreed-upon payments (employer's share only) 5.9 4.4 8.0 
c. Paid rest periods, lunch periods, etc. 2.0 2.1 1.8 
d. Payments for time not worked 6.4 5.4 7.9 
e. Profit-sharing payments, bonuses, etc. 2.1 1.5 3.0 
2. As cents per payroll hour 35.7¢ 31.6 41.2 
3. As dollars per year per employee $739 $670 $841 
NUMBER OF COMPANIES 317 188 129 
U. S. Chamber of C ce. 
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Profit Margins Compare\-!: 


By WARD GATES 


Y t is very rare, indeed, for corporate profit mar- at the same time that sales were lower and pre-tax 
gins to vary as greatly as they have done in the first profits off to a fairly considerable degree. A second- 
quarter of this year. This is of special significance ary, but important factor in holding net income up}]| —— 
to investors as the same conditions have very likely was the decline in operating costs. This will be dis-}}} aircr, 
continued through the second quarter. cussed later. me 

We have subjected a recent study of first quarter In another tabulation, which includes mining, Nort 
profits of 505 manufacturing corporations by the trade, amusement and service industries, as well asf} suron 
National City Bank to special analysis and have ™anufacturing and which comprised 570 companies} “ ¢,, 


; . it is also indicated that net income was higher though Seat 
found that there are five predominant features ap- sales and pre-tax profits lower. It is thus shown that “3 














plying to first quarter 1954 earnings. These are as in the first quarter of 1954 net income for repre-}| CHEM! 

follows: ao Se sentative corporations — excepting the railroads - ours 
1) decline m sales ; were relatively maintained, despite the general con- 

2) decline in manufacturing costs traction in business volume. COPPEI 

3) decline in pre-tax earnings The trend is indicated in the following tabulation: Kenr 

4) decline in federal in- Phel| 

come taxes (including NET INCOME (AFTER TAXES) OF DRUGS 

excess profits tax) PROFIT MARGINS 570 COMPANIES ail Park 

‘etur inere 1952 1953 P 
5) a mixture of increases 20) INDUSTRIAL, COMPANIES fize 


and decreases in net in- mane tepiny 














; ELECTR 
come, about evenly di- | INCOME BEFORE TAXES AS % OF SALES — quarter = $1,281 $1,390 $1,482 Ff si 
ided between the com- ~All | 
aloo MEDIAN Third quarter 1,229 1,484 | West 
panies. — Fourth quarter 1,614 1,550 | ols 
Most important from the 9.8% an 





standpoint of maintenance of 
net income was the decline in 
federal income taxes. In the 
first quarter of 1953, the aver- 
age rate was 61% but this was widely as between the differ- 
reduced to 50% in the first | INCOME AFTER TAXES AS % OF SALES | ont industries. This situation § "* . 
quarter of this year, after the must be considered against the “ie 
— eth ers a Ist qu.'s4fe background of (a) oo Sasi 

largely responsible for Vives the warrant toad ual bet 
was gives e current trend an ae) 
the fact that many companies | !st. qu.53]: 5.0% | (b) first quarter 1953 returns} 7°" 


As might be expected, while Shell 
Ai20% | the over-all trend of net in-f} ...4, 
come in the first quarter was “anil 
satisfactory, conditions varied} y's. 











49% 

















were able to show relatively — which gives a broader picture} i_, 
satisfactory net income, in- of the year’s trend. 
cluding some good-sized gains, Cicveland Trust Co. As compared with the fourth 
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quarter of 1953, the following industries made gains 
in net income in the first quarter of 1954: paper, 4% ; 
chemical, 9% ; drugs, 13% ; electrical equipment (in- 
cluding radio and TV) 4%; machinery, 9%; auto 
and trucks, 25% ; miscellaneous metal products, 7%. 
All of these industries also made gains as compared 
with the first quarter of 1953. 





























Variations Among Industries 







































Industries which had declines in net income in the 
first quarter, as compared with the preceding quarter 


were food products, 7% ; beverages, 48% ; petroleum, 
8%; iron and steel, 24%; building, 38%; mining, 
18% ; trade, retail and wholesale, 59% ; and service 
(including amusement) industries, 12%. Of these 
industries, the following showed gains as compared 
‘with the first quarter 1953, notwithstanding declines 
‘from the fourth quarter of 1953 to the first quarter of 
§1954: food products, 10% ; petroleum, 14% ; building, 
"5%; mining, 2%. 

The following industries had losses in net income, 
as compared with both the final quarter of 1953 and 
the initial quarter of that year: beverages, trade and 
service. 

Directly related to the better-than-expected gen- 
eral corporate net income during the first quarter 
of 1954, is the improvement in the net profit margin. 
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mene ateietattesientiatiemememnndl 
Sales and Net Income of 505 Manufacturing 
Corporations in the First Quarter 
(In Millions of Dollars) 
——thange——— 
1953 1954 Amount % 
Receipts from sales, etc. $24,550 $23,209 —1,341 — § 
Total costs, except taxes 21,075 20,332 — 743 —4 
Balance before taxes 3,475 2,877 — 598 —17 
Federal income & E. P. taxes 2,136 1,439 — 697 —33 
Net income after taxes 1,339 1,438 99 +7 
Taxes to bal. before taxes 61% 50% 
Net income per sales dollar 5.5¢ 6.2¢ 
— National City Bank 























According to the compilation, this showed an increase 
of from 5.5% to 6.2% as compared with the cor- 
responding period of 1953. The chief factor in this 
improved showing, in the face of generally lower 
sales and lower pre-tax earnings, obviously was the 
reduced total federal income tax which resulted from 
the ending of the excess profits tax. Where companies 
had been subject to the excess profits tax (82% on 
profits over the 1946-49 base) limitation of the tax 
to the combined normal and surtax rate of 52% 
obviously had an (Please turn to page 366) 




















First Quarter Earnings Compared — 10 Leading Groups 
tax ————Net Sales ——Pre-Tax Earnings—— ——Net (After Taxes)—— 
ond- 1953 1954 Per Share Percent Per Share Percent 
Millions} 1953 1954 Change 1953 1954 Change 
( } 
eee annie Soerotemnietio 2 
dis-}]| aircRAFT MANUFACTURING 
p WNNRANEES  PRIEMNREEE 25.00. 2oooseccsGaesctivcencasvece $ 231.6 $ 240.8 $ 6.331 $ 8.021 + 26% $ 1.831 $ 3.64! +- 98% 
ing, North American Aviation ....................... 149.8 180.1 2.34 4.26 + 82 1.47 2.58 + 75 
: 7 AUTOMOBILES 
1C8 Chrysler ...... 924.2 529.4 10.16 2.10 — 79 2.81 .88 — 68 
ugh General Motors 2,546.8 2,410.1 5.54 4.43 — 20 1.70 2.13 + 25 
that 
pre- f]) CHEMICALS 
ds — American Cyanamid ..................0...cccc000. 102.8 98.2 2.36 1.64 — 30 1.23 .83 — 32 
oe Union Carbide & Carbon...................0...... 260.6 220.9 2.24 1.41 — 37 89 74 — 16 
| COPPERS 
ion: Kennecott Copper 123.0 88.4 4.06 2.86 — 29 2.01 1.70 — 15 
ee * Phelps Dodge 72.8 64.4 1.942 1.75° — 9 1.012 1.02° + 1 
F DRUGS 
Parke, Davis & Co. 28.1 26.2 .90 85 — 6 45 41 — 9 
1954 PR cat, (CHAE) Bi CO... ionscccccssesecssscsescsssnses 33.0 37.3 1.66 1.11 — 33 74 66 et 
1,482 []) ELECTRICAL MANUFACTURING 
Hr MUNNAR TRDROEINE c2o: cases dcsnes chctessscansecacohense 777.8 715.5 1.50! 1.221 — 18 391 56! + 43 
| Westinghouse Electric 382.2 406.5 2.89 3.50 + 21 1.04 1.61 - 54 
OILS 
F Phillips Petroleum iteststsid 184.2 198.5 1.53 1.81 + 18 1.22 1.31 + 7 
hile i eal 300.9 330.2 3.34 3.92 + ww 1.90 2.42 + 27 
ie ]| STEELS 
x Republic Steel 292.9 214.4 7.06 3.88 — 81 2.26 1.79 — 20 
d P 
or ESSE TS 927.9 830.8 4.56 3.12 — si 1.65 1.48 ~ 
er- 
tion ff TIRE & RUBBER 
the coe RS 2 to Sen ee 171.1 152.0 6.15 4.44 — 27 1.94 2.04 + 5§ 
| RCM 2c. 5 osc veccci vai selmseoescekevesenendcesanes 226.9 190.1 4.80 3.08 — 35 1.10 1.18 + 7 
uth 
rich I) TV-ELECTRONICS 
and Radio Corp. of America 208.0 226.6 1.40 1.40 61 66 + 8 
ns MUNN MIN 6555 coca gd gus tseuavestcaneczaandeniogaed 47.8 29.3 9.83 3.73 — 62 4.28 1.68 — 60 
ure 1_New stock. 2—Before depletion. 
UNE 12, 1954 
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Will Session Be Prolonged? 


By “VERITAS” 


JOHN L. LEWIS is within easy reach of becoming the 
No. 1 banker in the Nation’s Capital, a situation 
that might make it difficult for him to be convincing 
on the point that coal miners are economic orphans 
of the American labor system. It is, of course, the 





WASHINGTON SEES: 


At the Pentagon and within the State Depart- 
ment it is conceded that there could be error in 
the decision to permit World War 2 material to 
remain on foreign beachheads, desert rims, and 
jungle clearances rather than bring it back for 
sale as surplus. Like the scrap metal that was 
shipped to Japan as junk and came back as bul- 
lets, much of the left-behind machinery of war 
now is available to sustain political thought alien 
to the American way. Some of it points straight at 
the Panama Canal Zone. 


This government has reason to believe that ship- 
ments of communist arms to Guatemala include 
much of what was discarded when American 
troops cleared out of most of Europe—arms in this 
instance including heavy engineering machinery. 
Abandoned material has been polished at other 
points, notably in the Philippines area where in- 
terest in the economy here had little to do with 
our costs of transshipping. 


The Guatemala danger spot is not one of recent 
detection, nor is Soviet interest into maintaining 
it a thing of recent origin but it has been giving 
rise to increasing concern. Military and diplomatic 
intelligence have seized upon large shipments 
through Red Poland to re-emphasize the wisdom 
of vigilance. Guatemala already is much stronger 
militarily than its neighbors. And the latter are 
either fatalistic or they rely too much on this 
country to save them. The current concentration 
of attention is designed in part to underscore the 
facts of national existence. In this country as well 
as in the other Americas. 








mine union deposits that give Lewis eminence in the 
field of finance. Barnum L. Colton, long the fiscal 
guardian of United Mine Workers, is president of 
the National Bank of Washington—third largest in 
the city, and with Lewis interests in dominant own- 
ership. Colton has just been elected, also, president 
of the Hamilton National Bank, fourth largest in the 
city, whose stock has been bought up largely by 
Lewis interests at a $110 high premium rate. 
DEMOCRATS, convinced that a July 31 adjournment 
of congress will equip the GOP with the argument 
that it didn’t have the necessary time to enact a 
“dynamic program” such as President Eisenhower 
has said is essential to party success, have caucuse( 
and decided to accommodate the republicans by 
dropping the July 31 date, offering to remain in 
Washington to Aug. 15, or Sept. 1, if necessary. 
There is calculated risk. Democrats, as well as their 
rivals need campaigning time for the November 
election, but Senator Lyndon Johnson, minority 
leader, has had his own opinion poll taken, believes 
what he considers GOP inability to agree on a pro 
gram insures the better campaign ammunition. 


ATTEMPT is being made by the democrats to write 3 
“must” program for congress since Ike has refused 
to do so on the ground that the legislative function 
is for Capitol Hill to exercise. Appropriations bills wil] 
be out of the way in time for the new fiscal year to 
start with money in the till, July 1. But the demmies 
point out (and the republicans are forced to agree), 
there must be action on taxes, public health, social 
security, housing, foreign aid, and reciprocal trade. 
Still Majority Leader William R. Knowland thinks 
July 31 is a possible adjournment date. He adds, 
meaningfully: “If the democrats cooperate.” 


RUSSIA is taking part in current deliberations of the 
International Labor Office which opened a 23-day 
run in Geneva, June 2, and other participating na- 
tions are wondering what is behind the move. Ever- 
tual domination of the UN affiliate is one of the 
possibie goals. The Soviet can hardly be pictured as 
having genuine tripartite representation—manage- 
ment, labor, public. Interest is increased by the fact 
that the commies boycotted ILO for years, next 
offered to join with reservations, then dropped the 
“provisos” when limited membership was denied. 
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The Supreme Court's decision holding segrega- 
tion in the public schools unconstitutional could insure 
enactment of the School construction bill now before 
congress. Many states will need more classrooms to 
operate integrated systems. American Federation of 
Labor has asked congress to appropriate 1 billion 
dollars for this purpose -- didn't wait 24 hours before 
assembling its Executive Committee to turn on the steam. 
The AFL has practiced integration in most of its affili- 
ates. But it has an interest that goes beyond the 
social aspect: jobs in the building trades if, and when, 
the vast building program it envisions goes through. 
Some difficulty may be encountered in congress; most of 
the states already were operating with negro and white 
children in the same classrooms, might not want their 
representatives in Washington to vote large sums 
essentially to aid states which preferred a different 
concept. 























It is not certain that abolition of segregation in public education will 
have a very great impact on the school building programs, over and above what might be 
expected simply from the fact that most communities have been dragging their feet for 
years, in this particular. In many communities where separation of the races has been 
practiced (Washington is an example) negro accommodations have been better than those 
for whites in certain particulars -- swimming pools, stadia, and the like. Children 
still will be assigned to the schools (of their grades) which are closest to their 
homes. That means, especially in the southern states, that children of neighborhoods 
occupied by colored will go to the buildings they go to today. The same will be true 
of whites. 





























Another legislative effect which seems likely to flow from the court atti- 
tude is defeat of the public housing bill. Ina series of mandates which followed the 
one ordering races integrated in schools, the justices held that publicly-owned recre- 
ational centers and housing must be available to all on equal terms, with race no 
barrier. Senator B. R. Maybank of South Carolina, whose motion had revived the 1954 
housing legislation one week before the school ruling, buried it with equal effective- 
nesS one week afterward. He made it clear that integration of colored and white under 
the same residential roof was totally unacceptable to him. Maybank will lead the 
southern bloc in both houses in a new fight against public housing, already reeling 
under attacks not related to the segregation issue. The bill probably should be con- 
Sidered lost as of now. 
































Once more, President Eisenhower has become the victim of his political 
friends. Bernard M. Shanley, White House counsel, by charging that congressional 
democrats are "riding the President's coat-tails while blocking his legislation," has 
performed a disservice to bi-partisan approach to legislative programs affecting both 
domestic and foreign affairs. If the Eisenhower aide hasn't invited the democrats to 
leave, he at least has made it easy for them to justify their departure. And Shanley 
made the inexcusable mistake of singling out the "Veep," Alben Barkley, as an example 
of coat-tail riding. Republican Senator John Sherman Cooper of Kentucky, whose seat 
is being sought by Barkley this year, sprang quickly to the fray. An attack on 
Barkley in his native State of Kentucky is something even minor-league politicians 
avoid like the plague. Cooper saw his election chances dimming, declared Barkley had 
every right, and a formal invitation, to be in EiSenhower's party during a Kentucky 
visit. 




















Without uttering a sound on the matter involved, Ike within 12 months has 
been drawn into many major fights with the democratic votes he must court on Capitol 
Hill. Governor Thomas E. Dewey started it. The White House was only beginning to 

















pour oil on the troubled waters when republican Senator Joseph R. McCarthy launched 
his "20 years of treason" charge against the democrats -- a charge that has backfired 
to the point that virtually every other highly-placed republican has disavowed it. 





And then there was Attorney General Brownell, taking liberties with direct quotations 
from the President of the United States, putting Ike in the embarrassing necessity of 
making denial, and republican Representative Harold Velde attempting to subpoena 


former President Truman for questioning -- for a purpose described by Velde's aide as 
"setting into the act." 











President Eisenhower's eminence in the military profession causes any 
observation he makes, or step he takes, affecting the international situation to take 
on uncommon importance. So it is that studieS under way on military mobilization is 
causing anxious inquiries in the Capital. The business of defense in these troubled days 
requires planning. The question raised is whether the Chief Executive is planning 
for war, or against war. The answer at this point should be uncomplicated: nobody knows 
today exactly what legal power a President has to mobilize manpower for military action. 
Ike wants to know. Complaints that Harry S. Truman exceeded his constitutionality 
authority in the Korea action still are fresh. 





























No President since George Washington has seen all-out war from a seat as close 
up as Eisenhower. A professional soldier he has seen the slaughterous results of too 
little, and too late. He probably shares the belief of those about him that President 
Truman moved too fast toward the Korean engagement. Yet, he isn't sure what the 
legislative and legalistic rights of the PreSident are in the premises. That's what 
he has asked his aides to research history for. Initially, he wants to know just 
what power he has to expand the "Standby" military and production arms. That doesn't 
mean early war. The White House has made it clear that this country will move militarily 
only in defensive action of the most imperative nature, in advance of congressional 
approval. But the memory of blitzkrieg remains. 












































Another stumbling block in the path of early adjournment has been removed but 
in the process the Administration has retreated from a frontal attack on the problem 
of foreign trade policy. Decision to ask for a one-year extension of the reciprocal 
trade agreements act, and then move out of the field of import-export for this year, 
recognizes that clashing views cannot be reconciled in the brief period of the time 
now available to congress. This is at least partial victory for the protective tariff 
side of the picture; defeat for the extreme viewpoint of "trade, not aid." 

















Complete revision of foreign trade policies was a desire high on the list 
of Presidential aspirations, but never reached the holy crusade class. The President's 
withdrawal of this program simply bears out hints that he has been dropping for months. 
He has contended the trade acts agreement extension is'essential, has taken the 
realistic viewpoint that there are too many professionals, and too many logical argu- 
ments, on each side of the tariff issue to hope that it might be easily resolved. 



































Lines were forming on Capitol Hill and bills and speeches were cascading, 
most of them avowedly to "carry out the President's foreign trade policy." But the 
simple fact of the matter was that the President didn't have a policy in that area of 
operations. There could be no supporters or dissenters insofar as he was concerned. 
He had merely caused a study to be made, submitted the findings to congress as one 
of many aspects to be evaluated by the legislative branch in carrying out its consti- 
tutional obligations to fix policy. Generally conceded is the fact that the com- 


paratively un-rushed early days of 1955 will provide a better atmosphere in which to 
tackle this subject. 























The dogged attempts of Senator John J. Williams (Delaware) to bring about 
a cut in the depletion allowance for oil and gas production have passed one major stage 
and have moved into another -- the senate finance committee has declined to slash the 
rate, but the senator has said he'll make a floor fight of it. 
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By V. L. HOROTH 


(Our foreign expert has just returned from an in- 
tensive visit to several Latin American countries that 
face particularly acute problems. In this first-hand 
report, he takes the reader through some rarely 
visited regions, as well as offering a realistic—though 
rather grim—picture of prevailing economic and 
political conditions.) 

Easter Week of this year found me in Cuzco, the 
ancient capital of the Inca Empire, lands which 
were inherited chiefly by the three modern Andean 
Republics, Peru, Bolivia, and Ecuador. The purpose 
of my visit to these three Andean countries was to 
learn something about Latin American economics, 
and to learn it the hard way, by traveling overland 
and visiting regions the casual visitor usually skips. 

I could not have chosen better than Cuzco‘during 
Passion Week, for here one comes in contact with 
economic and social problems right in the midst of 


JUNE 12, 


1954 





A First Hand Report... 





Economic-Political Conditions In 


Latin America 


some of the most magnificent Andean scenery. The 
Urubamba River nearby flows through canyons 
which in drama as well as beauty vie with our own 
Grand Canyon. The countryside is dotted with an- 
cient Inca fortresses, and the city of Cuzco itself is 
a gem of Spanish colonial architecture, though badly 
damaged by earthquakes. 

Passion Week begins with the procession of El 
Senor de los Tremblones—Lord of the Earthquakes. 
The whole municipality, the army, and thousands 
upon thousands of Indians in costumes that probably 
have not changed since Inca days march behind the 
huge cross which is sprayed with red Inca Flowers 
and borne on the shoulders of at least a hundred 
Indians fighting for the privilege of carrying it. 
Watching this religious spectacle unroll—as I did 
from the balcony of one of the Peruvian Government 
Hotels, which are government-owned and well run 
and comfortable—against the din of church bells and 
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Latin America Is A Key Supplier Of Our Strategic 
Materials Needs 


Commodity (Percent of U.S. New Supply from Latin America)" 


20 40 60 80 100 


Quebracho 
( For Tanning) 


Asbestos 
( Crocidolite) 


Quortz 
Crystals 


Bouxite 
Antimony 
Beryl 

Sisol 
Codmium 
Copper 
Fluorspor 
Manganese 
Vanadium 
Tin 


Tungsten 





1 Based on latest available data 











the backdrop of snow-covered Andean peaks, I could 
hardly believe that this was the second half of the 
Twentieth Century and that this place was in the 
Western Hemisphere. Time has stood still here since 
the early Spanish colonial period, as it has also in 
many parts of Peru, Bolivia, and Ecuador. 

Cuzco—which means “navel” in Quechua—was ap- 
parently a thriving metropolis in Inca days. Today, 
despite a few factories and some shops, it is a stag- 
nant provincial capital. Yet the Urubamba-Vilcanote 
Rivers nearby could probably generate enough elec- 
tricity to supply most of Peru. There are tropical 
and subtropical valleys that could produce all kinds 
of crops, were people available to cultivate them. 
Instead, one sees Indian peasants cultivating eroded 
patches of land literally glued to the mountainsides, 
and they are using the same kind of primitive tools 
that must have been used in Inca days. 


Transportation and Education 


Traveling through the Andean countries of South 
America—and I don’t mean just visiting the capitals, 
such as Lima or La Paz, which have the appearance 
of booming cities that might have been transplanted 
from California—one begins to realize why Latin 
Americans are so anxious about their economic 
future and why they accuse us of letting them down. 
The first, second, and third biggest problem today 
in the Andean countries is transportation, and per- 
haps the fourth is education. 

Unless one flies, to reach Cuzco one has to travel 
from Lima either four days by steamer and rail 
(service three times a week) or four to five days by 
highway (often impassable in the rainy season). In 
the case of shipments of buiky products, it costs more 
to get them out to other varts of Peru than to raise 
them. The Peruvians have built or are building sev- 


332 






eral highways that are to tap the Peruvian Ama 
zonia, an area of vast tropical forests and grazing 
land embracing more than 40 per cent of the country 
where anything that grows could probably be raiseg| 
That’s all fine on paper. But anyone who has travelled 
over the Tingo Highway, for example, and has see; 
it snaking over one mountain range after another 
over passes some 16,000 feet high, will have doubt 
about the possibility of moving bulky products fron 
Amazonian plantations to the coast at reasonably 
low cost. 

In Ecuador the situation is equally difficult. Ip 
the absence of a good all-weather road, practicall 
all products exchanged between the populous bu 
poor Sierra (upland plateau) and the expanding 
and prosperous Coastal region must use the out. 
dated, inefficient Guayaquil-Quito Railway. Trans. 
portation costs in Ecuador are relatively so high that 
they have been known to discourage harvesting o 
crops. It is claimed that transportation costs caus 
the price of bananas—currently Ecuador’s leading 
export product—to treble from plantation to port. 
Besides holding back exports, the transportation 
bottleneck also blocks the internal exchange of Ecua- 
dorean products. Because of the lack of transporta- 
tion, there are areas in Ecuador where people grow 
and eat nothing but corn or nothing but barley. 

Bolivia is even deeper in the hole than Ecuador 
when it comes to transportation. Here is a country 
with some of the best land in South America, capable 
of producing a great variety of crops. Yet Bolivia 
must import some 70 per cent of her food require- 
ments, with the result that there is not much foreign 
exchange left for the purchase of anything else. The 
main reason for this situation? Transportation 
facilities are lacking, or transportation costs are so 
high that it is cheaper to bring food from Canada, 
for example, than from outlying districts of Bolivia. 
Second, the Indian peasant, who knows how to raise 
potatoes and barley, refuses to be resettled and to 
learn to raise other crops. 

That brings me to education. Except in the cities, 
schools in the Andean Republic are pathetic. The 
rural population, which is Indian, speaking either 
Quechua or Aymara (in Bolivia), never quite mas- 
ters Spanish reading and writing. The average In- 
dian is illiterate, ignorant, and distrustful of any- 
thing new. Except in Bolivia, he does not participate 
in the economic or political life of the country. The 
use of narcotics (cocoa leaf) makes him dopey and 
listless. Yet there are exceptions. Some of the 
shrewdest traders one meets are Indians, and one is 
often shown splendid examples of carvings and 
paintings executed by the Indians in the old days. 


Peru Believes in Free Entrprise System 


Economically, Peru is indisputably the most ad- 
vanced of the three Republics that inherited the 
mantle of the Inca Empire. In effect, Peru has be- 
come one of the soundest and most promising coun- 
tries in Latin America in the last few years. Unlike 
Argentina or Brazil, her economy is well balanced. 
There has not been overhasty industrialization. Her 
exports are well diversified, and none of the major 
products—cotton, sugar, nonferrous metals, petro- 
leum—has been dominant enough to distort her 
economy. 

A great deal of credit for Peru’s current pros- 
perity, of which one sees evidence in Lima and along 
the Coast but not in the Sierra cities, must go to 
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President Manuel A. Odria, a staunch supporter of 
the free enterprise system. Within a year after the 


{ Odria Administration took over (1948), currency 


regulations and controls over imports, prices, and 
production had been suspended. The Peruvian cur- 
rency, the sol, was permitted to find its own level, 
and one year later, in 1949, it was stabilized at 15 
soles to the dollar, at which level it held through 
early 1953. A liberal mining code and liberal petro- 
leum exploitation laws were passed. There is no 
discrimination in Peru against foreign investors, 
and the transfer of dividends is free of any regula- 
tions. 

The Peruvian economy, floundering under the 
socialist regimes, responded quickly to Odria meas- 
ures. Production picked up materially. There was con- 
siderable inflow of foreign capital, and Peruvian 
capital began to return. Investment activity here 
has been one of the highest in Latin America, and 
it is estimated that about 24 per cent of the national 
product has been reinvested in recent years. How- 
ever, most of the investment has been concentrated 
in the Coastal areas, primarily in Lima, which, as 
was already mentioned, is the handsome, bustling 
capital with almost one million people, or about 12 
per cent of the Peruvian population. However, these 
12 per cent have about 40 per cent of the total pur- 
chasing power of the country. Anyone who sees only 
Lima gets a very distorted idea of the purchasing 
power of the country. 

More purchasing power and the rapidly growing 
population (about 250,000 more every year) press 
on food supplies. Up to now, food production has 
more or less kept up with the increase of population, 
but this has been largely because of the expansion of 
irrigated areas along the Coast. Basically, good land 
is scarce in Peru, and that the food problem is going 
to be a constant issue can be gleaned from the fact 
that there is only about half an acre of land per 
person under cultivation (methods largely primi- 
tive), as against 3 acres in the United States. 


Inflation and Payments Difficulties 


Inflation became a real problem when the Odria 
Government, like all previous Peruvian Govern- 
ments, had to come to grips with the problem of 
transportation. Programs expected to cost several 
billion soles are being carried out. Together with 
exuberant private investments the government pub- 
lic works program brought on inflationary expansion 
of purchasing power, which in turn has been reflect- 
ed in imports. Last year the trade gap rose to about 
$80 million, and though it was partly filled by the 
inflow of capital, considerable pressure developed 
on the sol, forcing it down from about 15 soles to 
the dollar to 22 soles. The decline of the sol frighten- 
ed the Odria regime into retreat. Last February, in 
a frank report to the nation, the President himself 
promised that expenditures on public works would 
be curtailed and credit tightened. Loans were ob- 
tained in this country and from the International 
Monetary Fund to stabilize the currency which, 
since then, has been fairly stable at about 20 soles 
to the dollar. 

_A prescription for curing Peru’s problem is rela- 
tively easy compared to what is needed in Brazil or 
Argentina. What is needed in Peru is: 

_ (one) The expansion of export capacity to pay for 
Increased imports. Up among the bleak Andean 
ranges in Cerro de Pasco, Oroya and Morococha 
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mining activities are being extended and new smelt- 
ers are being built. Peru has made especially good 
progress as a producer of zinc. Rich iron ore de- 
posits in the southern part of the country have been 
opened for exploitation. Several new irrigation pro- 
jects are expected to increase cotton, sugar and food 
crops. 

(two) Highways and more highways. - Only 
through transportation can the wealth of the country 
be tapped. ‘ 

(three) Developmental capital. Some of this capi- 
tal will come from domestic savings, which are be- 
ginning to be substantial. Some of it will come in 
the form of direct investment of foreign companies, 
including German and Italian. 

The Peruvians hope that the World Bank and the 
Export Import Bank will also help. Both banks have 
been rather indifferent to making investments in 
Peru despite the fact that the country has gone fur- 
ther toward a free market economy than perhaps any 
other Latin American country. One hears in Lima 
that if we were not so sure of Peru politically—the 
country has the strictest anti-communist laws on the 
books—we would probably do more for it economi- 
cally. 


Traveling in Ecuador and Bolivia 


In contrast with Peru, Ecuador seems to be a 
more easy-going land; compared to the hustle and 
bustle of Lima, Ecuador’s capital, Quito is a quiet, 
more or less residential town with delightful climate 
and snow-clad volcanoes, Cayambe, Cotopaxi and 
Antisana, rimming the horizon. Boom conditions 
are more in evidence in Guayaquil, in the hot and 
humid coast-land, where plenty of fertile, undevel- 
oped land is available. (Please turn to page 368) 





Many Latin American Republics Depend Primarily 
On One Product For Foreign Exchange 


(Exports os Percent of Total Exports)! 


Country 


Venezuela 
El Salvador 
Cuba 
Colombia 
Guatemala 
Brazil 
Hoiti 
Honduras 
Chile 
Bolivia 
Costa Rica 


Nicaragua 


Dominican 
Republic 








' Based on latest available data 
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FOR PUBLIC UTILITIES 


By OWEN ELY 


Ss ince our review of the electric utility com- 
panies about a year ago, the industry has continued 
to give a good account of itself. Net income of all 
Class A and B electric utilities, representing about 
97% of the private electric power industry (as com- 
piled by the Federal Power Commission) has con- 
tinued to show regular gains over the previous year 
as indicated below: 





Net Income Percent Increase 

Month (Millions) over Previous Year 
S| ER CORT OREN (eRe Rae eo $ 77.8 

ONY vas apcss sap ops tbesne sn cbusidesh nine aes aie 74.1 17.6 
IND Faso seikezxasotbboax chasssrseeete eens 77.4 11.6 
NOD 0-5, ses ecptiess recat ohne 81.2 9.5 
NIE Pcl So cach ey ah aa ace 76.2 15.6 
cee er etre er ener Meee 84.3 4.5 
December a 105.3 3.8 
PN ON oso cscs sdscssekesveveevcnreane 114.8 14.3 
oe) EE TLE STROM 111.9 11.4 

March 94.3 2.9 





For the first quarter of 1954 electric revenues 
were 4.3% over last year and net income 9.7%. 

It should be kept in mind that the percentage gain 
in net income does not mean a corresponding gain in 
share earnings, since the utilities have been increas- 
ing their plant account (and capital and surplus) at 
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of Major Industries 


the rate of about 10% per annum. However, the 
number of common shares outstanding does not have 
to increase at this rate, since the common stock 
equity is bolstered by plowed-back earnings, etc. No 
figures are available for the increase in number of 
shares but it probably did not exceed 4% or 5% and 
on this basis common stock share earnings probably 
increased about 5% or 6% during the twelve months 
ended March. 

The month of March was a little disappointing 
with the gain in net income only 2.9% for all com- 
panies. However, this appeared due largely to in- 
creased income deductions. Interest on long-term 
debt in February showed a gain of 12.4% over last 
year, but the March figure was up 16.6%. This result 
may have been due to a smaller credit for interest 
on construction—this important sub-account is not 
reported, being lumped with “other income deduc- 
tions.” Another item which is retarding the gain in 
earnings is the rather sharp increase in depreciation 
charges. In the first quarter of 1954 this item was 
$154,293,000 or an increase of 11.6% over 1953. Had 
the March increase in this item been only at the 
same rate as the gain in revenues, net income would 
have increased 6% instead of 2.9%. 

On the other hand the utilities are not doing badly 
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Comparative Earnings, Dividend Record and Comment on Important Electric Utilities 
—Earnings Per Share Dividends Per Share-—————_ Recent Div. Price Range 
1951 1952 1953 1951 1952 1953 Price Yieldt 1953-54 
American Gas & Electric.......................... $ 2.13 $ 2.36 $ 2.49 $ 1.501 $ 1.50 $ 1.60121 35 4.5% 3738-2758 
Central & South West Corp..................... 1.34 1.60 1.72 .90 95 1.04 25 4.1 2612-1842 
Cincinnati Gas & Electric..................0.00. 1.46 1.40 1.56 972 1.001 1.00 22 4.5 23%%-1712 
Cleveland Electric Ilum..... 3.68 3.45 4.07 2.40 2.60 2.60 60 4.3 6038-472 
Commonwealth Edison 1.93 2.25 2.38 1.70 1.80 1.80 40 4.5 4112-32' 
Consolidated Edison .....................c0.00000 2.26 2.63 2.94 2.00 2.00 2.30 43 53. 4412-3454 
Consolidated Gas, Elec. Lt. & Pr., Balt. ... 1.67 1.79 1.68 1.40 1.40 1.40 30 4.6 2078-2334 
Consumers Power Co.................cccccccceceees 2.61 2.65 3.16 2.00 2.00 2.15 43 5.0 4412-358 
Dayton Pewer & Light... 2.74 2.85 2.63 2.00 2.00 2.00 38 S32 397-3318 
ME MINN 2 ot5 259525 ssc nsts | sdebssccddakeva’ 1.68 1.71 1.92 1.20 1.40 1.50 31 4.8 3134-2442 
BiG ANIG RICA ET Gey Sons vases e<cevseesveiuaaveace 2.01 2.10 2.22 n.a. 1.50 1.55 30 5.1 31%-25'8 
General Public Utilities ........... noes 1.84 2.17 2.30 1.25 1.45 1.60 31 5.1 32-232 
Illinois Power Co... SOE aeRO 2.77 2.89 275 2.20 2.20 2.20 43 5.1 4458-3518 
dienes Pe Ge Ls... nccssccccscccccccesesossee 1.77 1.49 1.60 92 1.00 1.02 23 4.4 2312-1734 
Middle South Uttilities..............000.000.000... 1.81 1.86 1.98 1.20 2a 1.37% 28 49 2914-2254 
New England Electric System................ ; 1.31 1.18 1.18 .80 8712 .90 15 6.0 15 -12%4 
Niagara Mohawk Power........................ 1.81 1.92 2.03 1.45 1.60 1.60 29 55 2934-2458 
Northern States Power.............0...0..0.00.. 85 1.01 1.10 70 70 70 15 4.6 15%4-11% 
CL SIAR oe Se 2.60 2.97 3.15 2.00 2.05 2.20 42 5.2 4334-344 
Pacific Gas & Electric................. rarer ee 2.04 2.30 2.82 2.00 2.00 2.05 42 4.8 427-3412 
Philadelphia Electric ..............0...000000.0... 2.02 2.20 2.36 1.50 1.50 1.55 37 4.1 3812-2812 
Public Service Elec. & Gas............ ee 2.13 1.93 1.80 1.60 1.60 1.60 27 5.9 2734-248 
Public Service of Indiana. ........... 2.06 2.39 2.36 1.80 1.80 1.85 37 5.0 3872-2912 ’ 
Southern California Edison .... : 2.98 3.33 2.68 2.00 2.00 2.00 42 47 4234-3312 
Southern Company .......................... 1.04 1.18 1.24 .80 80 80 16 5.0 17-135 
Utah Power & Light 2.0.2.0... 2.36 2.54 2.61 1.80 1.80 1.80 36 5.0 3738-2814 
Virginia Electric & Power..............000....... 1.65 1.74 1.78 1.20 1.35 1.40 30 46 32 -22% 
Wisconsin Electric Power ............. punt 1.50 1.63 1.73 1.30 1.40 1.50 30 5.0 32 -24% 
t—Based on 1953 dividend. 
E n.a.—Not available. 
d 1—Plus stock. 
American Gas & Electric: Continues to lead industry in engineering efficiency; Indianapolis Power & Light: New generating units installed last year should 
should benefit by growth of industry in smaller cities. Cash dividend sup- benefit this year’s earnings. Dividend payout and yield seem somewhat 
plemented by occasional stock distributions. (H) on low side. (N) 
P r - rae Middle South Utilities: Company’s earnings include substantial amount for 
udies or . i. aS SS ae por are Te credit, hence earnings gains may be temporarily 
stock yield rather low. (N) retarded. ( 
as E P P ' New England Electric System: Stock offers attractive yield, and dividend 
Cincinnati Gas & Electric: Sound quality; stock seems reasonably priced on should eventually increase to $1. Company may issue additional stock 
earnings. Cincinnati industry considered very stable. Excellent relations this fall. (H) 
with City. (H) . 
Niagara Mohawk Power: Stock returns good yield considering company’s 
the Cleveland Electric Iluminating: Candidate for split-up but yield low. Excel- size and credit. Should benefit eventually Pde huge Niagara Power 
J lent financial background; operations rather heavily weighted with indus- Project. (H) 
have trial business. (H Northern States Power: Important middle west system, operating in stable 
stock Commonwealth Edison: One of largest utilities, with ultra-conservative area. Price-earnings ratio below average; yield but average. ( 
» No management. Cash dividend to be supplemented by initial distribution of Ohio Edison: Leading utility in second most important industrial state. 
a of stock of new subsidiary, Northern Illinois Gas, in August. (H) Earnings record stable since 1947. (H) 





Pacific Gas & Electric: Company’s revenues have mushroomed but share 


Consolidated Edison: Stock affords above-average yield considering com- fi 
i earnings remain about the same as in 1929. Further growth ahead. (H) 


) and ait size and quality. Management optimistic on business outlook, but 
pably eavy New York City taxes may retard earnings gains. (H) 


ynths Cc lidated Gas of Baltimore: Sound record and conservative management, 
but regulatory picture somewhat adverse. Rate increase possible soon, but 
price appears to discount this somewhat. (N) 


Philadelphia Electric: Earnings in moderate upward trend; company bene- 
fitting by Fairless steel plant. Company has sound background, but stock 
yield below average. (N) 





Public Service Electric & Gas: Company expects rapid industrial growth in 


nting Consumers Power: Automotive business in southern Michigan balanced by “Elbow Room” opposite Fairless Steel Works. However, still handicapped by 
com- substantial number of farm customers. 1953 earnings stimulated by natural transit operations, adverse regulation, and inadequate gas earnings. (N) 
oO in- gas gains from house-heating, aided by gas storage facilities. (H) Public Service of Indiana: Company has improved its position but dividend 
‘ - i high side, yield about average. Some heavy industry in 
: Dayton Power & Light: Expected to benefit by additional supply of gas for payout is now on hig 7Y Y Y 
“7 house-heating when available. Sales of appliances in company’s area area, but well diversified. 
. 4 
° 1as exceed national average. (H) Southern California Edison: Stock appears to be discounting anticipated 
‘esult Detroit Edison: After two year recession in 1951-2, earnings again rising. rate increase and improvement in hydro conditions. (H) 
erest Excellent management, active in atomic power research. Now interconnected Southern Company: Omission of equity financing this year (with possibly 
5 not with Canada. (H) = small issue next year) may permit some earnings improvement, despite 
m 2 textil iti i ia. (N 
duc- Duquesne Light: Near-term earnings trend dependent on possible rate cut. onrarts Hate cones te Goan. Oy 
€ 7 Stock seems reasonably priced on current earnings long-term trend upward. Utah Power & Light: Long-term gains are forecast. However, current 
in In dividend payout is a little on the high side. (N) 
ation General Public Utilities: New economies in New Jersey subsidiaries expected Virginia Electric & Power: Stock is selling at a substantial multiple of 
vas from ‘‘cyclone’’ furnaces now being installed. Generous yield from $1.70 earnings, but latter should improve. Rate increases became effective March 
Waxy dividend, which includes 20c from earnings of Philippine subsidiary. (H) 1, but has been appealed to State Court. (N) 


Had 
t the 
vould 


Illinois Power: Company’s application for increased rates should be decided 
_ time this year; price of stock seems to discount this only moderately. 


Wisconsin Electric Power: Normal sales growth in 1954 and economies of 
substantial additions create favorable earnings and dividend pros- 
pects. (H) 











RATING: (H) — Hold; (N) — Neutral. 
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1953 Key Statistics and Ratios oj Impc 
Consolidated 
American’ Cincinnati Cleveland Common- Elec. Lt. 
Gas & Gas & Elec. wealth Consolidated & Power Detroit illinois 
Elec. Elec. ilium. Edison Edison of Balt. Edison Power 
PLANT VALUE (MILLIONS) GROSS $1,026 $263 $363 $1,388 $1,695 $323 $695 $289 
Depreciation Reserve 202 59 91 339 332 65 129 34 
Net Plant Account 824 204 272 1,049 1,363 258 566 255 
CAPITAL RATIOS 
Funded Debt to Total Capitalization 56 50 ae 51 45 52 53 51 
Preferred Stock to Total Capitalization 10 13 9 5 12 10 15 
Common Stock & Surplus to Total Capitalization 34 37 47 44 43 38 47 34 
ANALYSIS OF REVENUES — ELECTRICITY % 100 65 97 85 80 73 97 7 
Gas % 34 14 15 25 22 
Miscellaneous % 1 3 1 5 Zz 3 1 
INCOME ACCOUNT 
Gross Revenues (Millions) & 222 $ 88 $ 91 $ 329 $ 454 $ 98 $192 $ 62 
Operating Expenses (including purch. power or gas) 86 48 48 157 192 51 97 97 
Maintenance 19 6 21 47 8 16 3 
Depreciation 24 5 8 32 37 8 15 y 
Taxes — Federal Income 28 10 13 33 43 11 16 8 
Taxes — Other 16 5 7 37 65 7 14 4 
Net Operating Income (after all taxes) 48 13 16 47 66 13 28 12 
Gross Income 49 14 16 50 67 14 29 12 
Fixed Charges, Etc.! 11 2 2 12 17 4 9 3 
Net Income 31 11 14 37 49 10 20 9 
EXPENSE RATIOS 
Ratio Depreciation to Gross Revenues 10 6 9 10 8 8 7 11 
Maintenance to Gross Revenues 9 6 6 6 10 8 8 6 
Combined Deprec. & Maintenance to Gross Rev. 19 12 15 16 18 16 15 17 
Oprating Ratio (including taxes) , 78 85 82 85 87 86 85 80 
EARNINGS RATIO 
No. of Times Fixed Charges Earned After Taxes! 4.5 6.0 8.0 3.9 3.9 3.4 3.2 4.3 
ANALYSIS OF ELECTRIC REVENUES (% of Total) 
Residential & Rural 32 34 31 32 34 33 37 39 
Commercial 14 13 61° 29 55° 31 28 23 
Industrial 42 45 28 36 31 97 
Other ; ee és Re eee 12 8 8 11 1 4 1 
COMMON STOCK — Recent Price $ 35 $ 22 $ 60 $ 40 $ 43 $ 30 $ 31 $ 43 
Indicated Dividend Rate 3 1.64 $ 100° $ 2.60 $ 1.80 $ 2.40 $ 1.40 $ 1.50 fs 290 
Dividend Yield 4.6% 4.5% 4.3% 4.5% 5.5% 4.6% 4.8% 5.1% 
Earned per Share on Common Stock in 1953 $ 2.49 $ 1.56 $ 4.07 $ 2.38 $ 2.94 $ 1.68 $ 1.92 Bs o75 
Price-Earnings Ratio 14.0 14.1 14.7 16.8 14.6 17.8 16.1 15.6 
Dividend Pay-out % 65% 64% 63% 75% 81% 83% 78% 80% 
ai a = ae ae a ees * : 9 
1_Includes interest on construction credit. 
~—Plus stock. 3—Combined Commercial and Industrial. 
were es 
with other items. Fuel cost in March 1954 was only ing off. Public Service Electric & Gas, for examplefithe ga: 
$80.7 million, a decrease of 1.3% from last year. is confronted with demands for a wage increase 01§9 70, j 
This reflected the continued installation of more 10% plus fringe benefits approximating 114% addi} The 
efficient generating units as well as declining coal tional. weekly 
costs (partly offset by higher prices for natural gas, The big utilities apparently didn’t do quite so wellf Rlectri 
extensively used as fuel in the south). Other operat- as the smaller ones in the first quarter. Thus Amer‘ entire 
ing expenses were 7.1% higher, reflecting princi- can Gas & Electric, with higher depreciation an(f diffe, ; 
pally the continued demands of the labor unions for local taxes, and with some reduction in the interes'f pared | 
increases of 5-10% in wages and fringe benefits per credit for construction, reported a decline of $687-ERT fj 
annum. The utilities have been able to offset wage 000 in earnings. Consolidated Edison’s net income gain of 
increases largely by introducing more efficient ma- dipped $600,000, this company being particularly ing we 
chinery—new generators requiring fewer engineers, hard hit by local taxes. Commonwealth Edisol was 6: 
bi-monthly billing to reduce meter reading and ac- earnings also dipped $700,000 and Public Servicé from ¢ 
counting, greater use of accounting machines, etc. Electric & Gas by the same amount. On the othel}17_tho 
Nevertheless, the union demands are becoming a hand, Niagara Mohawk was able to eke out a smal} nercens 


serious factor now that increases in output are taper- 
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——_ | 
s Of} Important Electric Utility Companies 
’ Middle Niagara Northern Public Southern Virginia 
it ilinois South Mohawk States Ohio Pacific Gas Phila. Service Calif. Southern Electric 
J Power Util. Power Power Edison & Elec. Elec. Elec. & Gas Edison Company & Power 
$289 $551 $800 $403 $379 $1,867. $754 $790 $769 $850 $380 
34 86 206 78 70 * 350 146 185 138 129 51 
, 255 465 594 325 309 1,517 608 605 631 721 329 
3 51 58 51 48 39 47 56 50 47 54 51 

15 6 13 20 19 19 15 8 19 15 14 
i 34 36 100 100 42 34 29 42 34 31 35 
, 77 82 85 89 98 69 85 72 100 99 94 

22 10 15 9 30 13 28 6 
3 1 8 2 2 1 2 1 
2 $ 62 $127 $205 $109 $108 $ 364 $175 $230 $140 $180 $ 84 
27 52 93 45 41 143 80 102 53 65 36 
6 3 9 16 6 8 17 15 24 9 11 7 
5 7 13 15 10 11 35 18 16 15 22 7 
6 8 15 19 15 19 52 28 24 17 29 8 
4 4 21 25 11 7 39 7 28 17 13 6 
8 12 24 34 20 22 77 36 35 28 38 17 
? 12 24 34 21 22 77 36 36 29 39 17 
9 3 6 8 4 3 17 6 10 8 17 4 
o 9 17 26 16 19 59 29 25 21 22 13 
7 ih 10 8 9 10 10 9 7 10 12 8 
8 6 7 8 6 7 5 8 10 6 & 8 
2 17 17 17 14 17 15 17 17 16 18 16 
5 80 81 83 81 79 78 75 84 79 78 79 
3.2 4.3 3.5 4.3 4.4 7.4 4.3 5.2 3.5 3.7 33 3.9 
7 39 35 34 41 36 46 32 34 43 34 43 
8 23 26 16 52° 22 453 22 29 21 26 32 
1 27 28 43 37 35 33 25 30 15 
a 11 11 7 7 5 9 11 4 11 10 10 
1 $ 43 $ 28 $ 29 $ 15 $ 42 $ 42 $ 37 $ 27 $ 42 $ 16 $ 30 
1.50 Ps 2.20 $ 1.40 $ 1.60 $ .80 $ 2.20 $ 2.20 $ 1.80 $ 1.60 $ 2.00 $ .80 $ 1.40 
4.8% 5.1% 5.0% 5.5% 5.3% 5.2% 5.2% 4.8% 5.9% 4.7% 5.0% 4.6% 
1.92 Bs 2.75 $ 1.98 $ 2.03 $ 1.10 ¢$ 3.15 $ 2.82 $ 2.36 $ 1.80 $ 2.68 $ 1.24 $ 1.78 
6.1 15.6 14.1 14.2 13.6 13.3 14.9 15.6 15.0 15.6 12.9 16.8 
8% 80% 71% 78% 72% 70% 78% 76% 88% 71% 64% 78% 
— 
mple, the same since the industry as a whole showed a_ seasonally adjusted index, however, which is show- 
ise 01N97° increase in net income. ing an uptrend as follows: 
addi? The very latest figures for the industry are the 

|Wweekly output statistics published by the Edison 

) welll Electric Institute. However, these figures cover the Week Ended 1954 1953* 1952* 
metl} entire industry both private and public, and hence Apr. 17 1646 160.0 140.4 
1 ani differ somewhat from the private utility figures pre- = - 163.4 861586 = 141.6 
teres'f pared by the Federal Power Commission. The latest pos 8 " bo bi bg 
$687;F REI figures for the week ended May 15 showed a May 15 168.1 1596 1423 
come gain of 5.3% in electric output over the correspond- *Nearest corresponding week. 
ularly ing week in 1953, and in the previous week the gain 
disol was 6.9%. These figures represent a good recovery 
ervicf from the small gain of 2.9% for the week of April There is no breakdown in the weekly output fig- 
other 17—-though of course it is a little dangerous to use ures as between residential, commercial and indus- 
small Percentage changes since last year’s figures may trial sales but it is obvious that the continuing gains 
don have been abnormal. The Institute also prepares a_ are accounted for by residential customers. The 
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| 
| 











Federal Power Commission’s monthly figures cover- 
ing only private companies show that in February 
(the latest available) industrial sales were off 
nearly 4%, while residential sales showed the re- 
markable gain of 13.0% and commercial service 
was up 6.6%. Total sales to ultimate consumers 
showed a gain of only 2. 8% however as contrasted 
with a gain of 5.8% in the EEI compilation. This 
appears to indicate that public power, representing 
largely sales to the Atomic Energy Commission, ta 
aluminum companies and municipalities, are holding 
up somewhat better than the operations of the pri- 
vate utilities. 


Regional Comparisons 


The Institute’s weekly figures are compiled on a 
divisional basis, indicating which sections are mak- 
ing the best showing. The southeast continues to 
show remarkable gains over last year—19.8% in 
the week ended May 15, while the south central area 
was also better than average. The Rocky Mountain 
and Coast areas also make a better than average 
showing. On the other hand, the very important 
Central Industrial area was running over 3% under 
last year and the Mid-Atlantic was off slightly; sur- 
prisingly New England was 2.4% ahead. 

What is the future outlook for the electric utili- 
ties? Some companies, such as West Penn Electric, 
have decided that they now have ample capacity 
after completing their present construction work 
and are planning no further important outlays for 
generating units. Some other companies are tapering 
off on their programs, but, on the whole, the industry 
is still planning to carry through a substantial con- 
struction program. Originally it was forecast that 
this would raise total U. S. capacity to over 124 
million KW by the end of 1956, compared with 93 
million KW at the end of 1953. It now appears likely 
that the 1956 objective may have to be pushed for- 
ward by six months or a year but it will nevertheless 
be a notable achievement. 

While the utilities may have lowered their sights 
a little as a result of the current “recession” there 
in every indication that long-term demands both for 
residential and industrial power will continue to in- 
crease. Residential gains seem assured by the rapid 
increase in population, the housing program of a 
million or more homes a year, the continued heavy 
sales of air-conditioning, TV, and other load-build- 
ing appliances. Regarding the industrial use of elec- 
tricity, this is more subject to cyclical influence, but 
even if the production index should “make a line” 
there are various factors at work which should 
stimulate the use of electricity. 


Long-Range Outlook 


Westinghouse Electric recently released an im- 
portant study explaining in detail their estimate that 
by 1963 indusrial use of power will reach 407 billion 
KWH compared with about 257 billion KWH last 
year, an increase of 58%. The ‘chemical and petro- 
chemical industries are developing new flotation 
processes for reclaiming low-grade ores, and are de- 
veloping all sorts of new synthetics, plastics, ferti- 
lizers, and other products. This will all take more 
electricity. Aluminum and other metals such as 
magnesium, titanium, etc. need huge amounts of 
power, and steel producers are making increasing 
use of the electric arc furnace, etc. The metal work- 


ing and automotive industries are rapidly increas. 
ing their use of electricity per worker. Machine tool 
are becoming increasingly complicated, and the trend 
is toward “automation” as the answer to mounting 





wage demands and shorter work weeks. In the com) 


mercial lighting fields there are also large possibili. 
ties. Higher lighting standards and more “lumens” 
(the unit of light emitted) are steadily being intro. 


duced not only in household lighting, but for displays, Z 


street lighting, etc. 


General Electric has also made some startling E 
forecasts. They stated that the electrical equipment 


industry will do more business in the next ten yeary 
than it has in the last seventy-five. They listed fou 
electrical appliances now being developed which may 
become home appliances in the future: (1) An elect I 
trical incinerator that will dispose of trash as welp 
as waste food, and will even sanitize cans and bottles} 


(2) a television screen that can be hung like a pic 


ture on the wall, connected only by a thin wire ti 
the television receiver; (8) an electric device fo 


thawing frozen foods very quickly, and (4) an elec” 
tronic device for cooking foods in a matter of sec” 


onds. G.E. also predicted that the heat pump (whic! 





is designed to heat in winter and cool in summer, thé” 


change being affected merely by turning a switch) 
will be, in terms of power consumption, the fastes' 
growing appliance ever to be introduced to the elec 
trical industry. Thus by 1964 the company predicte( 


ee ane 


ihe: 


that the average electric home will have $5,00(” 


worth of electrical gadgets compared with the in 
vestment of $1,300 today. 

There seems little doubt, therefore, that the elec 
tric utilities (barring another severe depressior 
like 1929-1932) will remain one of the best growtl 
industries over a long-range period. But growth ij 
only one factor in earnings. The utilities must bé 
properly managed, properly financed and proper} 
regulated in order for stockholders to benefit by th: 
end result. There seems little doubt that management) 
both from the operating and financial angle, ha 
greatly improved. The promotional excesses of th¥ 
1920s can never be repeated under the present set 
up. The operating companies which were release 
from the holding companies have plowed back a greai 
deal of money into plant out of common stock money 
thus solidifying and improving the equity oouitial 


State Regulation More Liberal 





The remaining factor is regulation, and this i 
also showing some improvement. During the Roos@ 
velt and Truman administrations, regulation waj 
heavily “loaded” against the utilities, with man 
states following the lead of the Federal agencies} 
Moreover, the Interior Department and other Fed 
eral bureaus sought to increase the scope of publi 
power at the expense of private enterprise, and ij 
Congress had not refused the funds in many case 
to carry out these ambitious programs, the privat 
utilities would be in much worse plight today. Presi; 
dent Eisenhower by his key appointments and + 
pressed views has strongly indicated a middle 0 
the road policy between public and private power 
giving much of the control back to the state and loca 
agencies rather than concentrating power in thé 
Washington bureaucracy. The attitude of the Federa 
and state commissions has also become more con 
structive. The Federal Power Commission with i 

) 








vast powers over the gas industry, has execute 


almost a right-about- (Please turn to page 370 
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fst) Whose Earnings 
er, thi? e e e e 
viet! Justify Higher Dividends 
e elec: 
ye By OUR STAFF 
he in: 
_ Tie 11.2% increase in cash dividends paid 
de nee during the first quarter of 1954 by companies whose 
None common stocks are listed on the New York Stock 
wth 1 Exchange is essentially a reflection of two factors: 
id t by (1) earnings maintenance, despite lower sales, as a 
US ‘ result, largely, of the lapse of EPT, and operating 
a economies put into effect during the period, and (2) 
i ' improved liquid position as a result of low money 
ng rates, inventory liquidation and repayment of com- 
a the pany loans. 
it Pe ‘ It is significant that 272 of the 1,067 listed common 
i " stocks were beneficiaries of higher dividends. While 
— a large part of these increases were concentrated in 
| a the highly prosperous aircraft industry, the increases 
sition’ represented a comprehensive cross-section of Ameri- 
- “— can industry generally. 
Many increases were recorded by companies which 
would have normally taken such action at the end 
of the preceding year but which preferred to give 





their stockholders the benefit of the lower income tax 
rates prevailing after January 1. 

With approximately 25% of the companies listed 
on the Exchange having taken action to raise divi- 
dends in the first quarter, it may be presumed that 
the bulk of the increases for this year has already 
been affected and that the number of dividend in- 
creases for the balance of the year will decline. This 
estimate, of course, does not include extras and year- 
end dividends to come some months hence. 





While candidates for higher cash dividends are 
becoming fewer in number, there are still a number 
of potentially favorable situations. From the list of 

owe! available candidates, we have selected five that seem 
1 loca in an unusually promising position to raise dividend 
n_ the payments within a reasonable period. This poten- 
edera tiality seems inherent in the favorable earnings of 
B coe the companies selected for presentation to our read- 
th it ers on this and subsequent pages. To the descriptive 
cute text pertaining to each company is appended other 
? 370) pertinent data. 
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JSANDS OF SHARES 


1944 1945 1946 1947 1948 1949 1950 


CHICAGO, ROCK ISLAND & PACIFIC RAILROAD CO. 


AREA SERVED: Rock Island’s directly operated lines of about 7,916 miles 
comprise a system extending into or traversing 14 states west of Chicago 
and from the Twin Cities of Minnesota to Galveston, Tex. The territory 
embraces the great wheat and corn belts, as well as expanding industrial 
activity of an increasingly diversified character. 


OUTLOOK: Since its emergence from reorganization, completed in the latter 
part of 1947, the Rock Island, pursuing an aggressive debt retirement 
policy, paid off in 1950, its entire issue of Income 4%s and refunded all 
of its First Mortgage obligation with an issue of $55 million First Mortgage 
bonds at the comparatively low interest rate of 278%, which through open 
market purchases have been reduced to $49.6 million at the close of 1953. 
Meanwhile, the company also has been reducing the amount of $5 pre- 
ferred stock to the benefit of common share-owners, acquiring by purchase 
as of Dec. 31, last, 55,054 shares of the preferred, reducing the amount 
outstanding from 705,237 shares at the close of 1949, to 650,093 shares 
at the close of last year. It is the intention of the company to make further 
reductions in the issue under favorable prices. Equipment trust obligations, 
at a peak of $52.1 million at the close of 1952, were also reduced during 
1953 to $50.3 million. In addition to new and improved facilities, Rock 
Island is now practically completely dieselized, the remaining 21 steam 
locomotives being held for standby service. Reflecting both the improved 
operating efficiency and economies in operating expenses, net earnings for 
the common stock last year increased to approximately $15.37 a share, as 
compared with $12.87 for 1952, and $7.73 a share for 1951. Although 
1954 first quarter revenue fell approximately 15% under that of 1953 first 
quarter, with net declining to $1.98 a share for the common stock, against 
$4.33 a year ago. April upturn in traffic volume points to an improving 
situation for the balance of the year with 1954 earnings likely around 
$11 a share. 

DIVIDENDS: Since resumption of common dividends in 1948, annual rate 
has increased from $3 a share to current rate of $5 established with 1954 
first quarter payment. 

MARKET ACTION: Recent price of 71, compares with a 1953-54 price range 
of High—767%, Low—59. At current price the yield is 7.0%. 


COMPARATIVE BALANCE SHEET ITEMS 






December 31 
1948 1953 Change 

ASSETS (000 omitted) 
Gaels Be Cate URI oa onsen i caonecccencees $ 50,459 $ 33,714 —$ 16,745 
Receivables, Net ..................0..000.. 5,966 15,402 + 9,436 
Materials & Supplies ..................... : ? 15,516 15,781 ~ 265 
Other Current Assets ............... sasevecaavens 3,377 195 — 3,182 
TOTAL CURRENT ASSETS...................000004. 75,318 65,092 — 10,226 
Road & Equipment... cece 459,131 529,514 + 70,383 
Donations & Greants....0.00.00..0..0..ccccccccteeeeee OMe 035 ser. 164 129 
Accrued Deprec. & Amort...............00.000005 er.141,830  cr.135,335 — 6,495 
fevestenenta ceed Pedds................00.:c0-s000s0<.:0050 17,085 17,074 —- oll 
sss sineecssiecinndnaniidtanecdemiunnanuasiade 1,455 2,755 + 1,300 
Ne acon cscn sano s spvativaennsadascacondvaseer $411,124 $478,936 +$ 67,812 
LIABILITIES 
TOTAL CURRENT LIABILITIES...........000000000000.. $ 45,853 $ 42,917 —$ 2,936 
eit RIN ooo cocncdsnsSacice east neuen estuaniianseve 604 902 o 298 
Unadjusted Credits ........... 4,940 3,161 — 1,779 
Long Term Debt ..................... 77,151 100,422 + 23,271 
Preferred Stock ..................... 70,538 65,009 — 5,529 
I MI ic ciahaveicasisaacoosaosakstunensaasincingiobs 140,935 140,877 a 058 
(See a ce SOY ae Maney te ORO Nk iano ane a 71,103 125,648 54,545 
TOTAL LIABILITIES ... .-. $411,124 $478,936 +$ 67,812 
WORKING CAPITAL . a $ 29,465 $ 22,175 —$ 7,290 
Ge TE ooo cscecsascceen ccnckiccasievcencsnsuneeaeae 1.6 1.5 - | 
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Vacuum operates in all of the main branches of the petroleum industry, 
having crude oil and natural gas production, pipeline and marine trans- 
portation facilities, refineries and wholesale and retail distributing stations 
and equipment. Its products are sold in every state of the U. S., and in all 
foreign countries outside the Soviet sphere of influence. 


OUTLOOK: Last year, Socony-Vacuum, operating with a steadily increasing 
investment—it spent $225 million in 1953 in the Western Hemisphere to 
expand and improve facilities—achieved record gross income of $1,674 
million, as compared with $1,622 million in 1952, and representing a gain 
of more than $400 million jn gross income since 1949. In the last five 
years alone capital outlays by the company have been approximately $1 
billion, and an additional $300 million is expected to be spent this year 
for important additions to production facilities. Continued growth in earning 
power is demonstrated by the five year increase in net income from $3.09 
a share for 1949 to an all-time peak of $5.35 a share for 1953. This 
uptrend, based on forecasts of a 1954 increase of 4% in domestic and 6% 
in foreign oil products demand, should be maintained, with the expansion 
of net income being accelerated as further benefits from the substantial 
capital outlays are realized. First 1954 quarter earnings of Socony-Vacuum 
of $1.31 a share compare with $1.26 a share reported for 1953 first quarter. 
On the basis of this outlook, shareowners appear to be in line for higher 
dividends this year, especially in view of company policy to make more 
liberal distributions as net income expands, and which has brought yearly 
dividends up from $1.10 a share paid in 1949, to $2.25 a share last year. 
Socony’s strong finances bolster this anticipation. Cash and marketable 
securities alone totaled $306 million as against $285.9 million total current 
liabilities at the beginning of 1954. 


DIVIDENDS: The present company has paid dividends in each year since 
1931. Current rate is $2 a share annually, plus an extra. 


MARKET ACTION: Recent price of 44, compares with a 1953-54 price range 
of High—45'%2, Low—30. At current price the yield is 5.1%. 


COMPARATIVE BALANCE SHEET ITEMS 


largest pulp and paper manufacturer. Its fully integrated operations include 
the production of newsprint, container boards, wrapping, bag and kraft 
specialty papers, insulating board, plywood, groundwood and other specialty 
papers, bleached papers and boards, miscellaneous papers, and other con- 
verted products. 

OUTLOOK: Net profits in 1953 from record sales and other income totaling 
$676.5 million, a gain of $42.2 million over 1952, produced net earnings 
for International Paper’s common stock equal to $5.89 a share. Adding a 
little more than $5.3 million of extraordinary non-recurring items represent- 
ing a recalculation of Canadian income taxes for prior years and a saving 
in certain funds set up to cover electric energy consumer by a Canadian 
subsidiary, 1953 net income was brought up to $63.9 million, or $6.44 a 
share, as compared with $5.23 a share for 1952. The current outlook points 
to 1954 earnings equaling and possibly surpassing those of 1953. Sales and 
other income for the 1954 first quarter, despite the lull in general business, 
amounted to $166.1 million, or $1 million under the 1953 first quarter while 
net profit, aided by the lapse of the U. S. excess profits tax, increased to 
$1.55 a share for the common stock from $1.39 a share shown in the like 
period of last year. Basing estimates on even a moderate upturn in sales 
and income for the balance of this year, net for the common stock could 
increase to something like $7 a share for the full 12 months to Dec. 31, next. 
Such rate of earnings would presage a higher dividend rate, or possibly a 
larger stock dividend than the 10% distributed last December. The strong 
finances of the company at the close of 1953, lend support to such an 
estimate. Its current assets as of that date, amounting to $186 million were 
more than 4 times total current liabilities. 

DIVIDENDS: Payments in cash are currently at a quarterly rate of 75 cents 
a share, this rate having been established in the latter half of 1950. 
MARKET ACTION: Recent price of 68%, compares with a 1953-54 price 
range of High—7134, Low—435¢. At current price the yield is 4.3% on 
cash dividend. 


COMPARATIVE BALANCE SHEET ITEMS 
san Eyneier 31 





December 31 

1944 1953 Change 
ASSETS (000 omitted) 
Cash .... $ 48,341 $ 52,518 +$ 4,177 
Marketable Securities 129,276 253,627 + 124,351 
Receivables, Net 90,968 182,575 + 91,607 
noe acs cc cokachavene 127,030 274,929 + 147,899 
Other Current Assets 1,117 ~ 1,117 
TOTAL CURRENT ASSETS 396,732 763,649 + 366,917 
Net Property 511,455 1,069,331 + 557,876 
Invest. & Advances 141,936 313,480 + 171,544 
Other Assets 7,846 7,996 + 150 
TOTAL ASSETS $1,057,969 $2,154,456 -+$1,096,487 
LIABILITIES 
Accounts Payable & Accruals $ 78,990 $ 190,164 = $ 111,174 
Tax Reserve 36,943 92,114 + 55,171 
Purchase Oblig. Due 288 3, 4 
TOTAL CURRENT LIABILITIES... 116,221 285,914 + 169,693 
Other Liabilities @ 5,741 6918 + 1,177 
Reserves .... 119,699 50,823 — 68,876 
Long Term Debt 115,25 190,782 + 75,525 
Common Stock 475,627 532,683 + 57,056 
| gee RR ee ses 225,424 1,087,336 -+ 861,912 
TOTAL LIABILITIES .s.-.$1,057,969 $2,154,456 +$1,096,487 
WORKING CAPITAL ..$ 280,511 $ 477,735 +$ 197,224 
CURRENT RATIO 3.4 2.6 -- 8 
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1953 Change 

ASSETS (000 omitted) 
Cash & Marketable Securities $ 42,251 $ 69,651 +$ 27,400 
Receivables, Net ......... 15,998 34,002 + 18,004 
Inventories ......... 29,122 82,603 + 53,481 
Other Current Assets 1 Eye += 106 
TOTAL CURRENT ASSETS 87,477 186,256 + 98,779 
Net Property 131,402 260,982 + 129,580 
Investments & Funds 4,791 49,103 + 24,312 
Other Assets ............. 5,526 11,086 + 5,560 
TOTAL ASSETS ... $249,196 $507,427 +$258,231 
LIABILITIES 
Notes & ve wgetad pan $ 7,019 $ 21,392 +$ 14,373 
Current Debt M : 1,320 ooo 1,320 
Accruals ...... : 4,561 13,540 + 8,979 
Accrued Taxes mT er 3,456 8,692 + 5,236 
TOTAL CURRENT LIABILITIES , 16,356 43,624 + 27,268 
Reserves - 19,642 37,537 + 17,895 
Long Term Debt 48,796 : — 48,796 
Preferred Stock 92,912 23,000 — 69,912 
Common Stock 27,358 73,425 + 46,067 
Cap. Conver. Pfd. Stk. 40,430 + 40,430 
Surplus ... eds ci 44,132 289,411 + 245,279 
TOTAL LIABILITIES | $249,196 $507,427 +$258,231 
WORKING CAPITAL $ 71,121 $142,632 +$ 71,511 
GURRENT RATED ..5...5.050ccsssscecsnenessnee 53 4.2 — di 
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SOCONY-VACUUM OJIL CO., INC. INTERNATIONAL PAPER COMPANY 
BUSINESS: Together with its subsidiary and affiliated companies, Socony- BUSINESS: Together with subsidiaries, International Paper is the wor!d’s 
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CHICAGO PNEUMATIC TOOL cag — —— T : 7__ ILLINOIS CENTRAL RR. _ ‘ ; J ears 
et | pneumatic Mach’y, Diesel Engines — | Se [Price Range — (ip) SRE Saar iNorthwestern RR Price Range I 
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L 11929 - 1935 80 | 1929 - 1935 
——+ t ‘Mtg. Payable: $249 826 {High - 475 t | T t t t { t + High - 1535 
1 I [= Shs. $3 Cv Pfd: 107,700 - no par—_jLow - 1 i | an | t t | | { Low - 4@ 
. t ‘Shs. Common: 468,717 - no par t + t + t 
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Funded Debt: $185,725 ,000 ee 
—shs. $6 n-c Pfd: 186,457 - $100 par 
Shs. Common: 1,357,997 $100 par 








Fiscal year Dec. 31-7 


























{- tT t = ee eee 

— + 77 rT T T T } { | 
hy + pile if + + + 5 + + 5 j 
4 abt : J ——$—+} + +t THOUSANDS OF SHARES ~* | I | 








1 —_1 5 
u 4 + 10 
+ +5 


1948 1949 1950 | 1951 | 1952 1953 | 1954 


43 | 1944 1945 1946 1947 
































1943 1944 1945 1946 1947 1948 1949 1950 1951 1952 1953 { 1954 | 
| 4.25] 3.51 | 5.01! 10.41/11.21 | 7,94] 10,22] 12.28] 11.181 10.15] ™m]_g.ga| 5,99] 7.58] 2.34 / 5.13/ 7.30] 5.51 110.42/ 6.26) 7.75| 9.30 | = 
yo | 2.00) 1.50] 1.50] 3.50] 3.00 | 2.50] 3.25| 3.00] 4.001 2.00] owt - | - - - - : - | 1,50] +1,50/ 1.75) 2.25 | Div 





al 





30.1 31.3 50.5} 41.6 39.3} 47.8} 46.3 47.9 | 32.9 38.1) 18.9 | Wy Cap § val 





ys 11.5] 14.8] 14.9] 16.3 118.7 | 18.0] 20.8 | 24.3 | 26.7] 22.5 | mz CapsM 


CHICAGO PNEUMATIC TOOL CO. 


BUSINESS: One of the leading manufacturers of pneumatic tools, as well 
as air and gas compressors, gas, Diesel and dual-fuel engines and other 
equipment for the construction, automotive, mining, aircraft and many other 
industries. Operates manufacturing plants in this country and abroad. 


OUTLOOK: The company has a relative small capitalization. Its total long- 
term debt amounts to $461,885, and the only other obligation ahead of the 
468,525 shares of currently outstanding common stock consists of 107,562 
shares of $3 no par convertible preference stock. Net sales of the company 
and its domestic subsidiaries for 1953 amounted to $51.6 million from 
which it realized net earnings of slightly more than $5 million. This was 
equal to $10.15 a share for the common stock, as compared with $11.18 
a share for 1952 and $12.28 a share for 1951. Against these showings for 
the last three years the company has paid out in common dividends $3.50 
a share in 1951, $4 a share in 1952, and a like amount in 1953, although 
half of the latter sum was held over for tax benefits, being distributed in 
January of 1954. Indications are that the current year will prove equal to, 
if it does not surpass, 1953’s net earnings. For the 1954 first quarter, net 
for the common stock amounted to $2.96 a share, as compared with first 
1953 quarter showing of $2.57 a share. Moreover, the company will have 
the full benefit this year of its new Fort Worth, Tex., plant, completed last 
July, for the manufacture of oil well drilling equipment, and which it 
erected without resorting to additional financing. In addition, it will reflect 
full year’s benefit derived from its acquisition last July of the 50-year old 
Jacobs Manufacturing Co., the world’s largest producer of small capacity 
universal chucking devices for which there has been an increasing demand 
paralleling the tremendous growth in the portable electric tool field in the 
postwar years. We believe common shareowners may reasonably look for 
an increased dividend and possibly a splitup of the shares. 


DIVIDENDS: Has paid dividends in each of the last 14 years. Since 1952 
the rate has been maintained at $2 a share annually, plus $2 a share 
extra payments. 


MARKET ACTION: Recent price of 59’, compares with a 1953-54 price 
range of High—62%, Low—41%. At current price the yield is 6.7%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 


1944 1953 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 4,702 $ 8,506 +$ 3,804 
Receivables, Net 5,673 6,334 661 
Inventories , 7,843 21,071 +- 13,228 
TOTAL CURRENT ASSETS 18,218 35,711 + 17,693 
Net Property . 3,273 14,317 + 11,044 
Investments 2,186 1,475 ~ 711 
Other Assets 1,774 1,676 a 098 
TOTAL ASSETS $ 25,451 $ 53,379 +$ 27,928 
LIABILITIES 
Accounts Payable $ 2,065 $ 2,113 +$ 048 
Accruals é 467 3,156 + 2,689 
Tax Reserve deen 4,104 8,045 -+ 3,941 
TOTAL CURRENT LIABILITIES , 6,636 13,314 +t 6,678 
Reserves : sccaswda hoes 1,130 a 1,130 
Due Canadian Subsid. me : 517 392 os 125 
Mtge. Payable ma ented epee eee : : 070 4 070 
Preferred Stacks ; , 5,334 5,378 + 044 
Common Stock CT eo 3,353 8.048 + 4.695 
Surplus .... ; Ritccven ee eke 8,481 26,177 + 17,696 
TOTAL LIABILITIES Lcd Rew vodsWiiastssne caviioetn Satan $ 53,379 +$ 27,928 
WORKING CAPITAL ......... ciuvissdoteavertiseas) atl ne $ 22,597 +$ 11,015 
CURRENT RATIO : 2.7 2.7 : 
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ILLINOIS CENTRAL RAILROAD CO. 


AREA SERVED: The Illinois Central system serves mid-America from Omaha, 
Neb., across lowa to Chicago and southward to the Gulf. Its lines serve 
important agricultural and bituminous coal mining areas, and traverse a 
territory that has been rapidly expanding in industrial activity as new 
petroleum, pulp and paper, lumber, chemical and other diversified manu- 
factures have located along the system’s rails. 


OUTLOOK: Since ratification of the 2-for-1 split of the common stock which 
became effective on June 1, the new shares, with the declaration of an 
initial quarterly dividends of 62% cents, have been placed on an indicated 
$2.50 a share annual dividend basis. Giving effect to the recent splitup, 
earnings last year were equal to $8.91 a share, as compared with $7.75 
a share for the year before. Although 1954 first quarter earnings, reflecting 
approximately a 9 per cent drop in gross revenue for the period, declined 
to $1.12 a share from $1.70 for the first three months of 1953, even a mod- 
erate improvement in freight revenue over the balance of the year could 
readily restore net earnings to the 1954 level which would be about three 
and one-half times current indicated dividend rate. Within the last five 
years, capital expenditures totaling $129.5 million for new and improved 
equipment, centralized traffic control systems and yard facilities have brought 
operations to a high point of efficiency which is reflected in last year’s 
operating ratio of 71.67% and a transportation ratio of 34.53%. At the 
close of last year, the company also completed its program for the reduction 
and simplification of its financial structure, eliminating all near-term mort- 
gage bond maturities with the redemption on February 1, this year of 
$34.7 million, the entire issue, 494% debentures, maturing in 1966. As a 
result of this program annual fixed charges for this year will be cut to 
about $6.5 million from $8.6 million in 1953, as compared with $13.4 
million 10 years ago. 


DIVIDENDS: Since resumption of payments in 1950, payments on the com- 
mon stock have increased in each year, or from $3 to 1954 rate, prior to 
the split, of $5 a share annually. 
MARKET ACTION: Recent price of 46 for the new shares, compares with a 
1953-54 price range, adjusted for the splitup, of High—493,, Low—32;'r. 
At current price the yield is 5.4%. 
COMPARATIVE BALANCE SHEET ITEMS 
December 31 
194. 


1953 Change 
ASSETS (000 omitted) 
Cash & Cash Items $ 48,135 $ 65,949 +$ 17,814 
Receivables, Net 21,854 21,904 4 050 
Materials & Supplies 26,670 23,411 3,259 
Other Current Assets 142 150 + 008 
TOTAL CURRENT ASSETS 96,801 111,414 + 14,613 
Road & Equipment 744,654 766,268 + 21,614 
Accrued Deprec. & Amort. er.219,455  cr.230,329 + 10,874 
Investments & Funds 18,124 22,620 + 4,496 
Deferred Assets & Debits 4,343 6,130 : 1,787 
TOTAL ASSETS $644,467 $676,103 +$ 31,636 
LIABILITIES 
TOTAL CURRENT LIABILITIES $ 63,828 $ 73,656 +$ 9,828 
Deferred Liab. & Credits 16,241 16.665 : 424 
Long Term Debt 205,732 193,468 — 12,264 
Preferred Stock 18,646 18,646 
Common Stock . 135,800 135,800 
Surplus 202,717 237,523 1 34,806 
Security Balance 1,503 45 — 1,158 
TOTAL LIABILITIES $644,467 $676,103 +$ 31,636 
WORKING CAPITAL ‘ $ 32,973 $ 37,758 +$ 4,785 
CURRENT RATIO Le ; 
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**Karth Movers” 


By GEORGE 


W str government defense orders either com- 
pleted or dwindling as deliveries cut into backlogs, 
most of the road-machinery builders are of the opin- 
ion that so far as they are concerned business has 
returned to a peacetime basis with its normal sea- 
sonal variations. These were almost completely non- 
existent in recent years of substantial government 
business and heavy buying by contractors and indus- 
trial companies. 

As a matter of fact, some of the equipment makers, 
as the year got under way, weren’t altogether opti- 
mistic regarding the 1954 sales outlook. This atti- 
tude undoubtedly had its origin in the slowing up in 
equipment demand that became evident around mid- 
1953, and in the comparatively poor first two months 
of the current year when delays in awards reduced 
construction contracts by 40 per cent under the level 
established in the corresponding months of 1953. As 
a result, interest in new equipment lagged and first 
quarter sales and earnings of the companies specia- 
lizing in power shovels, cranes, draglines and related 
machinery, made unsatisfactory comparisons with 
1953 first quarter figures. Still, there were exceptions 
in this group, notably Bucyrus-Erie with net earn- 
ings of $1.12 a share for the three months, as com- 
pared with 83 cents a share for the first quarter of 
last year. A few other companies tied in with the 
group also had good 1954 first quarter earnings. 
Among these were Ingersoll Rand, Chicago Pneu- 
matic Tool, and Blaw-Knox. The latter was aided by 
product diversification, as was Allis Chalmers and 
Caterpillar Tractor. Earnings for these and the other 
companies are more fully set forth in the accom- 
panying table together with comments on some of 
the companies in the field. 

While the background described above has not 
seemed overly-favorable, quite recent developments 
give a somewhat different cast. This has been the 
result of the upsurge in heavy construction contracts 
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since the last week in February, bringing the cumu- 
lative total up by more than $3.5 billion, or from 
approximately $1.5 billion for the first eight weeks 
of 1954, to $5,074,459,000 for the 20 weeks to May 
20, this year. This 20-week total is only 16 per cent 
under the all-time 1953 high set in the same period. 
Recent substantial gains made in private construc- 
tion contracts have brought the total in that classi- 
fication to more than $1,660 million, up three per- 
cent over the previous high set in 1953, while com- 
mercial building contracts increased in the first three 
weeks of May to pull the total up to $480 million, 
or 24 per cent above a year ago. These awards come 
on top of new construction activity at record levels 
in April, according to estimates by the Department 
of Commerce and Labor, with spending at peak levels 
during April on highways, sewer and water facilities, 
and public utility construction. 

There are still a number of road building contracts 
to be awarded and construction work to be started. 
Among the latter is the 123-mile Massachusetts 
Turnpike of from four to six lanes, and the proposed 
129-mile Connecticut Thruway, in addition to the 
estimated expenditures of at least $5 billion a year 
for the next 15 years or more in order to bring the 
highways of the nation up to modern standards. 
There are still a number of dams to be constructed. 
Among these are the $1 billion Upper Colorado 
River project now under construction, the $360 mil- 
lion Priest Rapids project on the Columbia River 
and the $34 million Cougar Dam in Oregon, and the 
Weber Basin project on which the Department of 
the Interior is already asking for bids. The latter 
job includes 2.5 million cubic yards of excavation 
and 2.7 million cubic yards of dam embankment. 


New Entrants to Field 
The outlook for the earth-moving and construction 
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equipment manufacturers, in view of these deve!op- 
ments, doesn’t appear nearly as dim as some thought 
a few months ago. The builders of bulldozers, power 
shovels, crawler-cranes and related equipment are 
not solely dependent on road building contractors 
for their markets, a good portion of which is also 
supplied by other heavy engineering products such 
as sewers, dams, drainage, irrigation, bridges, rail 
road-beds and other types of construction, as well 
as industrial uses in logging, quarries, mines, etc. 
‘Apparently the outlook for continued demand in this 
type of equipment was good enough in 1953 to in- 
‘duce International Harvester Co., to add earth-mov- 
fing and materials handling equipment to its line, 


hsupplementing its crawler tractors and other prod- 
materials 


‘ucts for the heavy construction and 


fhandling industries. This action followed that taken 
‘in 1952, when IH acquired the Frank G. Hough Co., 
"a manufacturer of seven models of “Payloaders,” as 
‘well as tractor shovels for crawler tractors, and two 
‘sizes of towing tractors. Westinghouse Air Brake, 
sin 1953, acquired R. G. LeTourneau, Inc., one of the 
‘foremost names in the earth-moving equipment busi- 
ness, While in the previous year Allis-Chalmers added 
‘to its line of earth-moving equipment by acquiring 
the LaPlant-Choat Manufacturing Co., builders of 
diesel-powered motor scrapers and motor wagons, 


loaders. 





make 


and tractor-drawn scrapers. General Motors also has 
‘entered the field through its acquisition of the Euclid 
Road Machinery Co., last September which became 
the Euclid Division on January 1, 1954, manufactur- 
ing rear dump trucks and bottom dump wagons with 
capacities up to 50 tons, scrap carriers and power 


In the face of these developments, it is only natural 
to expect more intense competition at a time when 
there are indications that construction contractors, 
feeling the effect of rising costs and keen bidding 
for contracts may be hesitant about placing orders 
for new equipment, attempting to 
they have do or seek out used equipment bargains 
that might be put on the market by contractors who 


what 


dividend rates. 


CATERPILLAR TRACTOR CO., 
manufacturer of earth-moving equipment, and a pro- 
ducer of industrial and marine engines, reported for 
the first quarter of this year net sales of $95.2 mil- 
lion, a decline of $23.2 million from the 1953 first 
quarter. Aided, however, by the demise of EPT, net 
earnings for the period amounted to 5.6 million, as 
compared with $5.9 million a year ago, and were 
equal to $1.35 a share for the common stock against 


$1.48 a share for 


(Please turn to page 372) 


have gone out of business. On the other hand, the 
price squeeze in which contractors are caught should 
force them to either suffer reduced profit margins 
or increase job efficiency, and choosing the latter 
course might result in a good to strong market for the 
products of the road building and construction equip- 
ment manufacturers. In any event, 1954 first quarter 
sa'es of such equipment cannot be taken as index to 
full year’s results. Moreover, while 1954 volume may 
not touch the high level of last year the heavy backlog 
of projects, both private and public, already in the 
works or planned for the future, warrants a mod- 
erately optimistic conclusion regarding the 1954 out- 
look for the industry. Competition, however, is likely 
to be intensified as some of the bigger organizations 
such as Allis Chalmers, Caterpillar Tractor, West- 
inghouse Air Brake, and General Motors (through 
its Euclid Division) expand their lines and along 
with other leaders in the field introduce new and 
still more efficient equipment. 

Accompanying this review of the road building 
equipment builders is a tabulation of 10 of the lead- 
ers producing earth-moving and related machinery, 
together with three of the foremost manufacturers 
of compressors and pneumatic drills, together with 
two manufacturers of road paving and other equip- 
ment. The compilation embodies earnings and divi- 
dend records for the last three years, 1954 first 
quarter per share earnings, and also recent prices 
of the various issues and their vields based on 1953 
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Comparative Data on Principal Road Machinery Builders and Earth Moving Equipment Makers 
Earnings Div. Earnings Div. Earnings Div. 
Per Per Per Per Per Per 1954 Ist 
Share Share Share Share Share Share Quarter Recent Yield* 
— —-—1951-- ——— ————1952 ———1953__ Earnings Price y 
Allis-Chalmers Tose $ 8.19 $ 3.50 $ 7.98 $ 4.00 $ 6.58 $ 4.00 $ 1.60 56 7.1 
Baldwin-Lima-Hamilton Udevedenncae 0.96 .60 1.51 75 1.54 Yi 0.28 9 8.3 
Bucyrus-Erie Pata daet ch iecacletatces 3.67 2.00 3.12 2.00 3.23 2.00 1.12 27 7.4 
Caterpillar Tractor .................. 3.90 3.00 §.52 3.00 4.84 2.506 1.35 56 4.4 
Clark Equipment secete decent: 5.231 3.00 5.46 3.50 4.55 3.00 1.09 4012 7.4 
International Harvester ................ 4.36 2.00 3.76 2.00 3.46 2.00 0.24 32 6.2 
RIUSENMEE eet reset coesn esx scaase ste eects 4.93 3.00 4.82 3.00 4.42 2.40 0.80 41 5.8 
Marion Power Shovel............0.0.....0.00.0...... 4.43 4.26 ; 3.94 2 0.81 2412 2 
Thew Shovel Sr ere 4.77 1.75 4.74 2.00 3.57 1.75 0.11 21% 8.7 
Westinghouse Air Brake ... 2.81 2.17 2.55 2.00 2.43 2.00 0.22 2534 7.7 
Related Equipment 

Blaw (Naex | :.:;.....:..::. 2.55 1.25 2.97 ¥.23 2.854 1.205 0.75 20% 5.9 
Chicago Pneumatic 12.28 3.50 11.18 4.00 10.15 4.007 2.96 60 6.6 
Gardner-Denver ........ i eee 3.92 1.90 4.07 1.80 3.92 2.00 0.88 26 7.6 
MINGSONRCIEEINAGS fas 65 sons cies snssstissvanetaviaytcovarenie 9.80 6.00 10.08 6.00 10.69 7.00 2.96 122 5.7 
MICHIANA, G0 v6, ool os cnc sso cus casasssonsiacss 3.083 2.00 2.70 2.00 1.91 2.00 0.35 22%2 8.8 

*—Based on 1953 dividend rates, exclusive of stock dividends 4— Adjusted to reflect 2/2% stock dividend. 

where paid. 5—Also 242% stock dividend. 

1—Giving effect to 1951 and 1952 stock dividends. 6—Also 4% stock dividend. 

2—Has paid 30 cents quarterly dividends in 1954. 7—Half of this amount paid in 1954. 

3—Fiscal years ended June 30. 
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SQN 
By CHARLES D. HUNT 


ef & approximately 162 million U. S., popu- 
lation, up by 32 million from 15 years ago, is spend- 
ing 27% of disposable income for food: Compared 
with pre-war 1940, the average American is con- 
suming 20% more fresh meat, 150% more canned 
meat, and 1,250% more frozen vegetables. Several 
factors have contributed to this increase. One is 
that people have become more nutrition-conscious, 
and expendable incomes expanded among a burgeon- 
ing number of households, expenditures for more 
and better foods have increased. Abetting the 
growth has been the expansion in the frozen and 
packaged foods processing industry, offering the 
conveniences of ready-to-cook frozen vegetables, a 
variety of frozen fruits, warm-and-serve frozen fish, 
chicken and beef pies, instant coffee, instant pud- 
dings, instant cake mixes, and an almost endless 
list of other staple foodstuffs. The growth of the 
food processing industry is partly depicted in the 
records of the two leaders, General Foods Corp., and 
Standard Brands, Inc. These two companies are of 
such overpowering importance in their respective 
fields they deserve special comment and analysis. 


STANDARD BRANDS, INC., which recently round- 
ed out its first quarter century of operations is a 
consolidation of brand names of long standing in 
the baking field, among hotels, restaurants and insti- 
tutions, and in millions of households for close on 
to a century. Included in Standard Brands’ famous 
names are “Royal” and “Fleischmann’s,” the former 
representing such products as baking powder, gela- 
tin desserts, instant and other types of pudding and 
pie filling. Perhaps “Fleischmann’s” is the best 
known in connection with compressed and active dry 
yeast. This is only one of the many Fleischmann’s 
products, many of which are sold directly to the 
baking industry and restaurants, hotels and others 
engaged in feeding the multitudes, in addition to a 
number of them being distributed through super- 
markets and other retail food stores. 

For instance, under the Fleischmann label, are 
enrichment wafers, Diamalt malt syrups, frozen 
eggs and frozen fruits, “TasteX” margarine short- 
ening, salad dressings and “Blue Bonnet” marga- 
rine. Other Fleischmann products include barley 
malt, rye malt, white distilled vinegar, dry and liquid 
bouillons for food flavoring, as well as malt syrups 
and extracts, and pure dry yeast and yeast deriva- 
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tives for foods and pharmaceuticals. Well up ir 
popularity with the public and large restaurant; 
are Standard Brands’ 
sure packed” ground coffee, “Tender Leaf” tea, 
and one of its most recent additions, ‘Chase & 
Sanborn” instant coffee. Through its wholly-owned 
subsidiary, the company is also a producer of 
“Fleischmann’s” distilled dry gin and a line of 
blended and _ straight whiskies, and distribute 
among other products “Black and White” Scotch 
whiskies. This subsidiary, along with another, the 
Fleischmann Malting Co., represent important prod: 
uct lines, although the ratio of their contribution 
to the consolidated profits has declined in recent 
years, in the light of the parent company’s growth 
in earnings. 

Since 1942, when new management was installed, 
Standard Brands, while giving heed to all divisions 
of operations, has been largely concentrating its 
efforts on expanding existing lines and the devel 
opment of new products. Within the last year it 
enlarged its research facilities by opening up 3 
new and ultra-modern laboratory where primary 
emphasis, as in the past, will be placed on process 
and product development, with substantial effort 
continuing on basic research on the composition 
and characteristics of food materials. 

New products on which development was com- 
pleted during 1953 include “Royal” Instant Coconut 
Cream Pudding, “PMC”, a new type of bread im- 
prover for bakers, and an improved “Tart-O-Cream” 
for bakers. These new products are in addition to 
the recent introduction of “Royal” instant puddings, 
and Chase & Sandborn instant coffee. Public ac 
ceptance of the latter products have necessitated 
additional production capacity, and are expected t0 
increase in importance in contributing to volume 
of the company’s grocery line. A new instant coffee 
plant, located in New Orleans, La., is already under 
construction, and will process coffee to serve the 
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growing market for instant or soluble coffee in the 
South and Southwest. , 

Standard Brands’ steady growth, especially in the 
last six years, is reflected in 1953 net sales in this 
country and Canada, reaching $407.6 million, a 
record high and a gain of 6.4% over comparable 
1952 sales of $382.9 million, or in excess of $24.6 
million. This increase was achieved largely on 
greater unit volumes. Although selling, administra- 
tive and research expenses were 9.3% higher than 
in 1952, consolidated net profit of the company 
and its subsidiaries operating in the U. S., and 
Canada, increased to a little more than $10 million, 
a gain of 6.4% over the preceding year, and equal, 
after preferred dividends, to $2.90 a share on the 
common stock. This compares with $2.72 a share 
for the common earned in 1952, and is a continua- 
tion of the parent company’s earnings uptrend that 
commenced in 1948. 

Based on first 1954 quarter showing, current 


_ year’s sales and earnings should extend the upward 


curve. For the three months to March 31, last, net 
sales in this country and Canada increased to $110.9 
million from $105.2 miilion for the 1953 first quarter, 
and net income rose to 96 cents a share from 81 
cents a share a year ago. 

Although capital expenditures in the current year 
will probably be in excess of $5.5 million, the com- 
pany regards as virtually completed its postwar 
capital assets program with the majority of 1953 
items being for additional capacity, greater mech- 
anization, process improvements, and delivery equip- 
ment replacements. Apparently this and the fact 
that the company has strong finances were factors 


‘leading to an increase in the common dividend rate 


to 50 cents a share quarterly with the initial 1954 
payment, as compared with 3714 cents a share main- 
tained up to that time since 1950. As of Dec. 31, 
last, the parent company and its U. S. and Cana- 
dian subsidiaries reported total current assets of 
$120.1 million, of which $17.5 million was in cash. 
Against this total, current liabilities amounted to 
only $33 million. 

Reflecting the increased earning power 
action of management increasing 


is the 


retail food outlets located from one end of the 
country to the other, and throughout Canada. 

Not content to expand sales through its older, es- 
tablished products, General Foods, through research 
and study of consumer needs and preferences, is 
constantly striving toward new and better products, 
adhering at the same time to one of its major ob- 
jectives which is to offer consumers constantly 
greater value. Since the war, it has added many 
other products to its lines, some of the more recent 
being “Jell-O” instant puddings, “‘Kool-Aid” a pop- 
ular soft drink beverage powder, and “Maxwell 
House” and “Sanka” instant coffees, the latter being 
97% caffein free. New products introduced in re- 
cent years are credited with having contributed a 
large part of the sales gains in unit volume, and 
accounting for $186 million of total 1953 fiscal year 
sales, compared with $117 million of the total 
1952-53 dollar volume. 

In its fiscal year ended March 31, 1954, the com- 
pany, for the 21st consecutive year achieved a new 
record in net sales of $783 million. This represented 
an increase of 12% over the previous year’s sales 
of $701 million, and 23.8% over 1951-52 fiscal year’s 
sales of $632.5 million. Last year’s sales increase 
of $82 million, one of the largest in the company’s 
history is attributed largely to increased unit vol- 
ume and aided in increasing net income from oper- 
ations to $25.4 million. To this sum was added $2.5 
million transferred from tax reserves, equal to 43 
cents a share, to bring total earnings for the year 
up to $4.66 a share, after preferred dividends, for 
the 5,819,426 outstanding shares of common stock. 
This compares with net earnings in the previous 
fiscal year of $21.8 million, or $3.77 a share on 
5,565,085 shares of common stock to which was 
added 54 cents a share from tax reserve to bring 
that year’s per common share net up to $4.31. 

A number of factors have contributed to the 
rapid growth of General Foods’ sales. Perhaps most 
significant among these are the development of new 
products, plant expansion and improvement and 
effective marketing activities. Since the end of the 
war, more than $90 (Please turn to page 374) 











the dividend rate from 40 cents to 
50 cents a share quarterly with the 
initial 1954 distribution. This ac- 
tion, together with the favorable 
outlook for further gains, is also 
reflected in the market for the stock 
which has moved up from a low 
this year of 2814 to a recent high 
of 84%. Currently quoted at 3314, 
the issue is selling to yield 5.9%. 


GENERAL FOODS CORP.* 


CAPITALIZATION: 

Long Term Debt (Mil.) 
Preferred Stock (Mil.) 
Common Stock (No. of Shares) 
Total Surplus {Mil.) 

Working Capital (Mil.) 





Net 
GENERAL FOODS CORP., num- ule 
bers among its brands such famous _— 
names as “Maxwell House”, “Yu- 1945 $230.1 
ban”, “Kaffee Hag”, and “Sanka” bt ped 
vacuumed packed ground coffees, 1948 453.3 
“Baker’s cocoa, “Jell-O” puddings 1949 474.6 
and pie fillings, “Swans Down” cake 1950! 124.1 
mixes, ‘Post’ dry cereals, and 1951° 589.2 
y: (75 Ce 1952 632.5 
among others the famous “Birds 1953 7010 
Eye” line of frozen vegetables, fro- 1954 


zen fruits, frozen fish, chicken and 
chicken pie. These and its other prod- 
ucts, all of which are standard items 
on the shelves and in the display 
freezers of super-markets and other 
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783.0 


*—Ba!ance sheet items as of March 31, ‘53. 


1_3 mos. ended March 31. 


*—Changed to fiscal years ended Mar. 31. 


3—Indicated 1954 rate. 


Statistical Comparison of Two Food Companies 
STANDARD BRANDS, INC. 
CAPITALIZATION: 

$ 56.3 Long Term Debt $ 1.3 
23.7 Preferred Stock (Mil.) 22.0 
5,819,426 Common Stock (No. of Shares) 3,187,427 
$ 70.8 Totai Surplus (Mil.) $ 78.2 
178.9 | Working Capital (Mil.) 87.1 

Earnings Div. Net Earnings Div. 

per per Sales! per per 
Share Share (Millions) Share Share 
$ 2.36 $ 1.60 1944 $236.9 $ 2.59 $ 1.00 
3.79 2.00 1945 259.7 2.74 1.50 
3.19 2.00 1946 352.4 4.11 1.80 
4.25 2.00 1947 276.1 2.32 2.00 
4.77 2.25 1948 283.6 2.05 2.00 
1.45 2.45 1949 262.9 2.34 1.45 
4.58 2.40 1950 301.4 2.96 1.70 
3.52 2.40 1951 342.9 2.74 1.70 
4.31 2.40 1952- 382.9 aaa 1.70 
4.66 2.80° 1953- 407.6 2.90 1.70 
1_Includes liquor taxes for each year: 

1953 tax $59.3 million. 
*—Includes domestic and Canadian sub- 
sidiaries. 
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Stocks 
With Sole 


Claim 


To Profits 





By JOHN D. C. WELDON 


wh a time of changing business conditions, 
many investors prefer to own stocks in companies 
with a simple capitalization on the theory that such 
issues offer greater dividend and market safety than 
those which are preceded by large blocks of bonds 
or preferred stocks, or both. This does not necessarily 
follow as can easily be proved by that long line of 
established dividend-paying companies which have 
been weighted down for years by elaborate capitali- 
zations but which have nevertheless made an im- 
pressive showing in earnings and market price. How- 
ever, it is true that for certain types of industries 
and for certain managements, it is perhaps desirable 
to limit capitalization to common stock. 

From the investor’s point of view there are ad- 
vantages and disadvantages in owning stocks which 
are the sole representative of the capitalization. The 
advantage is—theoretically, at least—that companies 
with a single class of issue can escape the onerous 
responsibility of finding funds for bond interest and 
preferred dividends at a time when earnings are low. 
Another advantage is that in periods of good earn- 
ings, owners of the common stock are the sole claim- 
ants to earnings after taxes. A third advantage is 
that with a relatively greater degree of dividend 
stability, stocks of the stronger companies are gen- 
erally likely to fall less rapidly in a general and 
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prolonged period of market weakness, th 


offering some market reassurance, whic 
might not be true of other categories. Thes 
observations, of course, are generalization 
but they do possess a certain degree of validit 
in many Cases, 

The disadvantage of owning stocks whic} 
form the only capitalization of companies jj 
that they tend to lack earnings “leverage’f 
This means that in periods of rapidly rising 
earnings, wheu conditions are generally highly 
prosperous, earnings on a per share basis ten@ 
to rise less rapidly for companies with a simpk 
capitalization than for those with a multiplf 
capitalization. In the latter instance, any ing 
crease in earnings is concentrated on thy 
relatively small part of the capitalizatioy 
which is formed by the common stock wherea# 
in the former instance, earnings increases ard 
necessarily spread over the entire capitalizal 
tion—or common stock. This has a tendency 
to dilute the per share increase in earnings. 7 

Obviously, the dynamics inherent whe 
earnings for multiple capitalization companie 
are rising rapidly creates a special speculative 
advantage for this class of stock. 

The rapid accrual of earnings applicable t 
the common stock in these instances is likely 
to be more immediately reflected in the pric 
of the shares. d 


¥ 

Over and beyond these considerations, the 
investment value of stocks is fundamentalhP 
determined by basic factors such as financial 
strength, quality of management, and com) 
parative position within the respective indus} 
tries. These are the essentials and they gover} 
all stocks whether they represent single op 
multiple capitalization companies. 

In view of the interest in stocks which rep} 
resent the sole capitalization of companies, we 
have listed 67 which are among the mos 
prominent in this category. In this group, of 
greatest statistical importance is the divident} 
record, especially with respect to continuity of pays 
ment. This is indicated in the first column. We havep 
also indicated the dividends for 1953, as well as thef 
recent price and yield. We have also indicated those 
companies which seem relatively in the strongest 
long-term position with respect to capacity to main 
tain earnings. The rating given is to be construe(f 
solely as a comparative evaluation from the fundaf 
mental investment standpoint and has not been pre 
pared as a guide to market action. 


Insurance in Times of Trouble 


One reason why stocks which represent the sole 
capitalizations of their companies have definite 
appeal for certain classes of investors is that, il 
conditions of acute business recession, these com- 
panies do not face the hazard of default on bond in- 
terest and-or preferred stock dividends. On the 
other hand, in instances where companies with mul 
tiple capitalization in which there is a heavy pre 
ponderance of bonds and which do not possess the 
resources to withstand a prolonged period of depres 
sion, it is not unusual for bond interest to be de 
faulted and preferred stock dividends passed. This 
was well illustrated in the depression of the Thirties 
when many companies, overweighted with heavy 





Alli 
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senior capitalization, ran into serious difficulties. 





THE MAGAZINE OF WALL STREE! 









































































3S, th e , ; 
whid 67 Companies with Only Common Stocks Outstanding 
. Thes 
zation —— Consecuti 
+ as onsecutive consecutive 
validi } Years 1953 Years 1953 
i Some Div. Per Recent Div. Some Div. Per Recent Div. 
; Whiclf Div. Paid Share Price Yieldt Div. Paid Share Price Yieldt 
anies ig 
era er 
é rising Acme Steel ............... wna $ 1.60 21 7.6% | Mid-Continent Pete* 20 $ 4.00 81 4.9% 
( high) B || Adams-Millis 2... 26 2.00 27 7.4 Monarch Mach. Tool 41 1.35 20 67 
31s tenj ts 
simpk APS. | ee a 2.00 31 6.4 Motor Wheel 19 2.00 23 8.9 
nultipk 
any @ Amerada Petroleum* . 32 3.00 192 13 Siteunk Same 18 3.50 44 79 
i icle* ........ on . ; 
eeatll meine eee - 7 = 45 | newport News Ship. 23 3.00 32 93 
vherea American News ........... 90 2.50 20 12.5 Ohio Oil* - 938 4 as 
io Oi i : 
Ses alt) |] Archer-Daniels-Midland 27 2.40 35 6.8 
italized Otis Elevator* 51 2.50 53 47 
ndenciff || Best Foods .................. 27 2.50 33 7.5 
ings _ , Outlet Company 28 6.00 85 7.0 
‘T' [|| Bower Roller Bearing ..... 20 2.00 28 7.1 
wher Parke, Davis 76 1.60 33 49 
1paniley Briggs & Stratton ............ : 25 2.75 49 5.6 
ulatives Penick & Ford 25 00 
AUNGE || campbell, Wyant & Cannon 19 2.00 22 9.0 caine . ” ” 
a“ tif) |] Carpenter Steel 0... jak 3.00 43 _ (eee ” aos ” a 
3 likely 
" pric Croan *ot Wheat® 54 1.85 27 69 Peoples Drug Stores 27 2.00 32 6.2 
Ee 
“— ql Cunningham Drug 20 1.75 28 6.2 Phelps Dodge* 20 2.60 39 6.6 
S, them 
entally : Cutler-Hammer .... 15 2.50 57 4.3 Quaker State Oil 23 2.00 23 8.6 
nancial 
1 conf Douglas Aircraft* 16 3.252 62° 5.2 Raybestos-Manhat. 59 3.00 44 6.8 
indus i Eaton Mfg. 31 3.00 44 6.8 Ruberoid 65 1.751 33 5.3 
goverip || _ 
gle or First National Stores* 40 2.00 50 4.0 St. Joseph Lead 20 275 39 7.0 
F t Sulphur* ..... : 
ch rep || ” 7 - = Simonds Saw & Steel 21 3.00 38 7.8 
ies, wel || Gamewell Co. ..... a 16 1.45 33 4.3 
. most ; Square D : 18 2.05 35 5.9 
- of q General Elecrtic* 55 1.33132 40° 33 
1p, i Sunbeam Corp. 21 1.65 39 4.2 
vident || Hazel-Atlas Glass 46 1.20 19 6.3 
f pay , ee 
= hel iii: 18 1.50 13 ion Sunshine Biscuits 27 4.00 76 5.2 
as the d industrial Rayon ... 23 3.001 45 6.6 Tennessee Corp. 14 2.001 61 3.2 
| thosey 
on Kennecott Copper* 20 6.00 84 7.1 Tide Water Assoc.* 18 1.15 20 5.7 
ges 
maing |i , ; 
strued a a | es 36 3.00 50 6.0 Timken Roller Bearing 33 3.00 42 7.1 
a lee Rubber & Tire......... 20 4.001 62 6.4 United Fruit 55 3.50 47 7.4 
Lehigh Port. C es. 18 A 
Ce ee — = 37 | Van Raalte . 19 2.60 29 8.9 
Libbey-Owens-Ford* ............ 21 2.10 52 4.0 
, Vick Chemical 32 1.20 38 3.1 
e sole Life Savers ...... Paasety ae 2.20 40 5.5 
efinite ; Waukesha Motor 32 1.00 14 7.1 
L RIK BON o.2esc.cdcoetse .. 48 : 
~ = ne 7 ne White (S. S I 73 1.501 26 5.9 
Com-§ || McGraw Electric ............... 20 3.50 84 41 ee 
nd in 
a the Mcintyre Porcupine Mines... 37 3.00 65 4.6 Woodward Iron : 14 3.00 49 6.1 
1 mul-f }! Metellan Stores... 18 2.00 23 8.9 | Wrigley (Wm.) Jr.* 41 4.00 82 48 
7 pre 
ss the Mesta Machine ....................... 40 2.50 34 7.3 Youngstown Steel Door 27 1.00 13 77 
epres 
ye de 
“This jae on 1953 payments. *—Considered in strongest comparative position with respect 
eee: 5 Plus stock. to financial assets and earnings potential over long term. 
Lirties *—New stock. 
heavy 
es. a a a ore a 
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Summer Rise? 


The so-called seasonal trend of 
the stock market has been prepon- 
derantly favorable through vary- 
ing portions of the summer 
period. Measuring July-August 
highs against the May closing 
level of the Dow industrial aver- 
age, there has been some gain in 
48 out of the 57 years of the aver- 
age’s history; and in 27 out of the 
last 30 years. The average ‘“‘sum- 
mer rise” for the whole period 
was about 9.5%. For reasons un- 
clear, it has been well below that 
in comparatively recent years, 
amounting to only 2.2% last year, 
and averaging only 3.5% for the 
last 11 years. For June as a 
whole, there have been net gains 
by the average in 29 years, de- 
clines in 28; for July, gains in 38 
years, declines in 19; for August, 
gains in 39 years, declines in 17. 
The potentiality is never suffici- 
ently assured to justify specula- 
ting primarily for a summer rise. 
Earnings 

Stated earnings are a_ book- 
keeping matter, only partly indi- 
cative of the security of an exist- 
ing dividend rate or of a com- 
pany’s ability to increase it. Abil- 
ity to pay dividends hinges mostly 
on cash inhand, measured against 
cash needs. Because of increased 
working capital and expansion 
needs, dividends have been great- 
ly subnormal, relative to earnings, 
through most of the postwar era. 
This is now being reversed, with 
average payout rates ‘tending to 
rise. Liquidation of inventories 
and receivables is tending to aug- 
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ment cash holdings. So are in- 
creased depreciation charges, 
especially accelerated amortiza- 
tion in many cases. In many in- 
stances, indicated cash earnings 
largely exceed stated earnings. 
That is always so in the oil indus- 
try, due to the special 27.5% de- 
pletion allowance for tax pur- 
poses. It is so now in the steel 
industry, reflecting higher depre- 
ciation charges, resulting in divi- 
dend security in most cases and 
increased payments in some, de- 
spite lower reported profits. Indi- 
vidual cases in which accelerated 
amortization is resulting in cash 
earnings importantly in excess of 
stated earnings include Aluminum 
Company, Bethlehem Steel, Gen- 
eral American Transportation, 
Harbison-Walker, Kaiser Alumi- 
num, Thompson Products and 
U. S. Steel. 


Special Situation 





concentrated heavily in the hands 
of one or another division of the 
“Big Three” makers of passenger 
cars, plus International Harves- 
ter. The pickings have been get- 
ting generally leaner for so-called 
independent truck makers; and 
their numbers have dwindled. Yet 
White Motor Company, with a 
small percentage of the truck 
business, is faring well for sev- 
eral reasons: (1) it has a good 
trade name; (2) it has built up a 
lucrative business in service and 
parts; (3) the management has 
shown uncommon ability “to make 
a buck” in one way or another. 
For instance, White acquired 
Autocar last August, paying in 
White stock; merged it; sold some 
Autocar assets for a capital gain; 
and got a tax benefit to boot. As a 
result, White earned $6.20 a share 
in 1953, against $4.44 in 1952; 
and netted $1.35 a share in the 
first quarter of 1954, against 


























The motor truck business is $1.26 a year ago. It has not yet 
INCREASES SHOWN IN RECENT EARNINGS REPORTS 
1954 1953 
Bell Aircraft Corp. .. Quar. Apr. 3 $1.91 $ .98 
Standard Oil of Calif. ... Quar. Mar. 31 1.83 1.47 
American Natural Gas . 12 Mos. Mar. 31 3.69 2.83 
Lone Star Cement. Quar. Mar. 31 81 .60 
Outboard Marine & Mfg........................... Quar. Mar. 31 2.67 1.24 
Montane-Dakota Utilities . Quar. Mar. 31 -70 49 
Consolidated Natural Gas....................... . Quar. Mar. 31 3.28 2.40 
Texas Gulf Producing ee Quar. Mar. 31 1.20 By fy 
American Locomotive eu eae Quar. Mar. 31 -64 -03 
Bendix Aviation Corp. ......00.0...... ee Quar. Mar. 31 2.80 2.08 
om aoe 
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realized all of the advantages 
from the Autocar deal, which will 
add materially to revenue and 
profit from service and parts 
business. Net this year should at 
least be close to 1953’s and might 
slightly exceed it. Cash holdings 
are comfortable and trending up. 
It would be logical to assume that 
the management is “looking 
around” for more profitable 
“deals” like the Autocar one. The 
$2.50 dividend is well covered. A 
4% stock dividend was paid in 
January. In view of this and of 
stock dividends of 4% in 1952, 
and 10% in 1946, there might be 
others ahead. Around current 
price of 32, yielding 7.8% on the 
cash rate, the stock has above- 
average speculative merit. 


Small-Loan Companies 


The small-loan business is a 
good one, uncommonly stable 
from year to year and subject to 
gradual further long-term 
growth. The 1954 earnings of the 
principal companies probably will 
about equal last year’s high fig- 
ures in most cases, possibly better 
than in some. Dividend records 
are generally good to excellent. 
The largest company is Household 
Finance. The $2.40 dividend is 
only 51% of 1953 net of $4.70 a 
share, and should be liberalized in 
due time. It would take a material 
boost, however, to make the stock 
attractive at current price of 53, 
yielding only 4.5%. Close to it in 
size is Beneficial Loan. We re- 
peatedly recommended this stock, 
at lower levels, for liberal return. 
Now at 44, the yield of over 5.4% 
is still fairly good. The $2.40 rate 
is 66% of 1953 net of $3.64 a 
share, which may be slightly ex- 
ceeded this year. Higher yields 
are offered by stocks of the 
smaller companies. Third largest, 
American Investment earned 
$2.29 a share in 1953 and pays 
$1.60, yielding 6.6% at 24. Fourth 


largest, Seaboard Finance netted 
$2.14 a share in 1953 and is pay- 
ing $1.80, yielding 6.6% at 27. 
Operations are mostly in Cali- 
fornia. The fifth largest, Family 
Finance, earned $1.90 a share last 
year (fiscal year to June 30) and 
is paying $1.40, to yield 7.3% at 
19. All three have considerable 
semi-investment appeal] for lib- 
eral income return. 


Upward 

Many companies have good 
records for maintaining dividends 
for many years, with only moder- 
ate and temporary reductions 
under adverse economic condi- 
tions. Some of these are also out- 
standing with respect to the num- 
ber and frequency of boosts in 
dividend rates. Demonstrated 
dividend-boosting tendencies are 
more likely to result in long-term 
appreciation than dividend-main- 
tenance tendencies. Here are a 
few examples of companies with 
upward dividend “patterns”: Na- 
tional Dairy Products, dividend 
boosts in 9 out of the last 11 years 
through 1953, with another in 
1954 likely; Bank of America, 12 
boosts since 1933; Beneficial 
Loan, boosts in 6 of the last 8 
years and each of the last 4 years; 
Florida Power & Light, boosts for 
8 consecutive years, including 
1954; Central & South West, 
boosts in 6 of the last 7 years; 
Dixie Cup, boosts in 8 of the last 
9 years, including 1954; Eastman 
Kodak, boosts in 9 consecutive 
vears through 1953; Scott Paper, 
boosts in 8 of the last 9 years; 
Atchison, 7 boosts since 1940; 
Gulf Oil, 9 boosts since 1936; Lion 
Oil, 7 since 1938; Ohio Oil, 8 since 
1940; Standard Oil of California, 
9 since 1940. 
Stymied 

Stocks responsive to money 
rates (utilities, high-grade indus- 
trial income issues and, of course, 
preferred stocks) no longer have 
































DECREASES SHOWN IN RECENT EARNINGS REPORTS 
1954 1953 
Bigelow-Sanford Carpet .. Quar. Mar. 27 $ .02 $1.18 
WIMMER RE os g os. sev tikes bavysstecrorsdayuaneeis Quar. Mar. 31 .07 57 
Motorola, Inc. .. Quar. Mar. 31 85 1.64 
American Viscose Corp. .. Quar. Mar. 31 -34 -84 
Amer. Zinc, Lead & Smelt. Quar. Mar. 31 Py 54 
MERMMR tcccsreenglseeo tdi bientncdaenseccstsenaucoceieees Quar. Mar. 31 -22 55 
Ce RFI IEG occ acs day dv zeae ace does ecesastere Quar. Mar. 31 48 81 
Fruehauf Trailer .. Quar. Mar. 31 -68 1.18 
Pressed Steel Car Co. .. Quar. Mar. 31 .07 -68 
Chesapeake & Ohio Rwy. 2.00.00... Quar. Mar. 31 81 1.11 
“creer somes — seem vas 
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the support of a rising bond mar- 
ket. The bond market has been 
stymied for some weeks, and 
stands slightly under the top level 
reached earlier this year. In com- 
petitive bidding, underwriters 
have over-priced a number of new 
issues. The main buyers (insur- 
ance companies) have rebelled 
against buying at ever lower 
yields. As we have observed here 
before, the chances are that, in 
almost any event, the greater part 
of the rise in bond prices has been 
seen. If that is so, it weakens one 
argument for a rising stock mar- 
ket. Any material further rise in 
the bond market, amounting to 
the “‘blow-off” spurt, hinges on 
one of the following: Further 
easy-money moves by the Federal 
Reserve, or some further business 
recession sufficient to reduce 
credit demands additionally and 
materially. Easy-money moves 
could consist of open-market buy- 
ing of Government obligations by 
the “Fed” and/or a reduction in 
member bank reserve require- 
ments. It is believed that the 
Treasury will be in the market 
for quite a few billions of new 
money not many months hence. 
The bond market will have to be 
firmed up enough by official moves 
te take this financing. But that 
would not necessarily mean a rise 
much beyond that already seen. 


Shoes 


With inventories reduced, there 
has been a mild improvement in 
the shoe trade. The trend in the 
industry is toward integrated 
manufacture and retailing of 
shoes, with Brown Shoe and Gen- 
eral Shoe having bought up retail 
chains. Of course, Melville Shoe 
showed the way years ago, having 
long been a leading manufac- 
turer-retailer. It acquired and 
merged Miles Shoe, with an ex- 
tensive store chain, in 1952. The 
two biggest shoe manufacturers 
are, in order, International Shoe 
and Endicott Johnson. Policies 
have been more stand-pat than 
those of the other three com- 
panies cited, and most so in the 
case of Endicott Johnson. Aggres- 
siveness evidently pays off. Mar- 
ket performance of Brown, Gen- 
eral and Melville has for some 
time been better than those of 
International or Endicott John- 
son. Reflecting generally better 
profit trends, the first three are 
paying peak dividends, while the 
regular rates of International and 
Endicott Johnson have been cut 


(Continued on page 375) 
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The Business Analyst 


What's Ahead for Business? 


By E. K. A. 


The textile industry as a whole is operating at 15 to 20 
percent below the levels of a year ago, with profit margins 
narrow, but it is likely that the industry will make a better 
showing in the second half of this year than it did during 
K the first and second quar- 

ters. Contraction of produc- 

BUSINESS ACTIVITY tion, both of textiles and of 

PER CAPITA BASIS textile products, has been 

” ¥. 5. BiREe considerably greater in re- 

YEAR cent months than the modest 

£00 AGO declines recorded in retail 

sales of apparel and house- 
hold lines. 

Recession in the industry 
is nothing new and, in fact, 
is more or less chronic. Some 











ions 


ond authorities maintain that 
AGO there is a two year cycle in 


the industry, and there un- 
doubtedly is a great deal of 
“boom and bust” with re- 
spect to both textile demand 
and textile production, to 
say nothing of profits. The 
large number of competing 
producers, competition and 
style shifts between the vari- 
ous types of fabrics and fin- 
ishes, and the presence of 
over-capacity or potential 
over-capacity in numerous 
segments of the industry con- 
tribute to make a situation 
that is not altogether healthy. 

The cotton textile indus- 
try, dragging its feet since 
last Summer, recently has 
gained a new lease on life 
as a result of a burst of 
activity in the cotton cloth 
market, the first in many 
months. Mills booked busi- 
ness running into many mil- 
lions of yards for delivery 
through the end of the year, 
and bettered their margins 
for profit through price 
markups. 

Although the improve- 
ment in business has been 
concentrated largely in ap- 
parel and household fab- 


il} 


all 
































rics, with demand 
for industrial cloths 
continuing to lag, 
the cotton manufac- 
turing industry ap- 
pears to have defi- 
nitely turned the 
corner. In recent 
years, manufactur- 
ers have become in- 
creasingly alert to 
the necessity of de- 
veloping new fab- 
rics and finishes to 
make cottons high 
style fabrics and, 
with price and 
washability on their 
side, have success- 
fully met the competition from the newer fibers. 

Wool manufacturers have booked a little new business 
recently, but the volume has remained subnormal. This is 
definitely a sick industry. The warmer temperatures of recent 
years and the steady trend towards less formal attire have 
resulted in a persistent decline in per capita wool consump: 
tion. The woolen division of the industry is doing comparatively 
well but the worsted division remains seriously depressed. 

During the past few years, the older and less well-equipped 
New England mills have net increasing competition from the 
South. Some mills have moved South while others have given 
up the ghost entirely. Profit margins generally are at a low 
ebb as a result of comparatively high-priced raw wool and 
persistent consumer resistance. 

Blends of wool and the new “miracle” fibers have helped 
the wool manufacturing industry to slow down the tide setting 
against it, but these blends have not lived fully up to their 
advance bookings and have been slow in gaining popular 
acceptance. Undoubtedly, too much was expected in the 
beginning, and the blends have had little price appeal since 
the new man-made fibers cost as much as wool and even more. 

The rayon and acetate manufacturing industry, after many 
years of steadily mounting production and demand, has run 
head on into difficulties. Business has been in a slump for 
many months with no signs of more than temporary improve- 
ment. As a result of the great development of automatic 
washing machines in homes, the popularity of the synthetic 
fabrics has dipped sharply owing to their poor washability 
as compared with cottons. 

The industry is endeavoring to overcome this objection 


through improved finishes but progress is slow. With over: | 





capacity in both spinnerets and looms, competition is extremely 


keen for the diminished volume of business. 
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MONEY & CREDIT —The bond market has been hesitant 
and irregular in the second half of May while investors have 
been trying to weigh the effect of recent developments on 
prices for fixed-income obligations. In recent months it had 
been the almost universal concensus in financial circles that 
money rates were on a one-way toboggan, an opinion that 
is still subscribed to by most bond-men. They feel that the 
depressed state of business, the nearing elections and the 
large Government borrowings that will be necessary in the 
second half all guarantee the continuation of the Federal 
Reserve’s easy money policy. 

Some dissident members of the investment fraternity, how- 
ever, take exception to the foregoing view of the outlook. 
They point out that the current stability of business has 
removed most of the urgency for immediate steps designed 
to lower interest rates further. They are also bothered by 
recurring hints that defense spending may be _ increased 
if the international situation does not improve. Such a devel- 
opment, they argue, could invigorate business and even 
re-awaken inflationary tendencies, in which case there would 
be no point to a policy of low money rates. Although these 
bond market bears are in a distinct minority, still the current 
uncertainty has been effective in inducing a more cautious 
attitude. At the same time, the heavy calendar of current 
and prospective offerings of both corporate and municipal 
issues has reinforced the wait-and-see attitude of potential 
buyers. 

Underwriters, meanwhile, seem to have temporarily gone 
astray in their efforts to guage investor receptiveness and 
as a result they have become over-loaded with new issues, 
mostly public utilities and tax exempts, which were bought 
at high prices and now cannot be sold at a profit. Although 
some syndicates have removed price props and taken losses, 
further house-cleaning of this nature will still be necessary to 
restore a healthier underpinning to the market. 

As for seasoned issues, lower prices have been the rule 
in the two weeks ending May 28. Long-term Treasuries have 
lost Zs of a point during the period and intermediates have 
given up almost as much. Prices of high grade corporates have 
also turned downward and the yield on an average of best- 
grade corporates has risen to 2.91% on May 28 from 
2.86% two weeks earlier. Tax exempts, which have been 
weak since early in March, also declined further as the 
record amount of new offerings continued to depress this 
section of the list. The yield index of 20 such bonds, com- 
puted by the Bond Buyer, rose to 2.51% at the end of May 
from 2.49% in mid-month and 2.38% two and a half 
months ago. 


—_———_o-—_____—__ 


TRADE — Consumer buying during May has been lacka- 
daisical with dollar volume of retail sales running under a 
year ago. In the week ending Wednesday, May 26, sales 
were about 5% under the corresponding 1953 week with 
unseasonably cool weather getting part of the blame. The 
Midwest region had the worst showing, dropping 8% under 
a year ago. Apparel sales have been slow with men’s items 
most affected. Consumer durables have been mixed with 
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demand lower for washers, freezers and television sets. 

Department stores have also felt the drop in demand and 
sales throughout the nation in the week ending May 22 
were 5% under last year. The previous week saw sales drop 
8% below a year ago. 


-_ —_ oneness o--—--- — 


INDUSTRY — The National Association of Purchasing Agents 
reports that there was some pick-up in production during 
May and that incoming orders were higher. Manufacturers 
continued to cut inventories but fewer payroll reductions 
were reported. 

The MWS Business Activity Index has followed an upward 
trend during May, reaching 190.6 for the week ending May 
22, which compares with an average of 185.2 for the month 
of April. Of the eight indicators comprising the index, six 
were higher in the latest week than they had been in April, 
one was unchanged and only one was under the April level. 
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COMMODITIES — Average primary market prices as meas- 
(Please turn to the following page) 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) Apr. 3.6 3.5 45 1.6 (Continued from page 351) 
Cumulative from mid-1940 Apr. 547.8 544.2 496.9 13.8 | ured by the Bureau of Labor Statistics’ 
FEDERAL GROSS DEBT—$b May 25 273.2 273.2 266.2 55.2 | comprehensive index, fell 0.3% in the 
week ending Fuesday, May 25, erasing the 
MONEY SUPPLY Sh a ie ini “its ‘ies gain made the week before. Farm products 
Demand vacua Centers____— — s ioe on ie ins lost 0.9%, chiefly because of a 9.2% drop 
Currency in Circulation y in fruits and vegetables. Livestock prices 
BANK DEBITS—(rb3)** were generally lower but grains, eggs and 
New York City—$b Mar 63.5 62.4 50.4 16.1 | coffee advanced. Processed foods were 
| 344 Other Centers—$b. Mar 98.9 96.6 95.1 29.0 | down 0.6% as the result of a 2% decline 
PERSONAL INCOME—$b (cd2) Mar nun ll ee ee, Coe ey See 
| ‘ farm products and foods lost 0.1%, with 
Salaries and Wages Mar 189 190 192 66 : : 
nla lower prices for burlap, hides, coconut oil, 
Proprietors’ | Mar. 50 50 51 23 
hash crude rubber and cattle feeds, more than 
Interest and Div js Mar. 23 23 22 10 ctiettina increas te eal ta li d 
Transfer Payments Mar. 16 15 14 3 oil and a ia ilies 
(INCOME FROM AGRICULTURE) Mar. 17 Ww 18 10 . * * rs 
POPULATION—m (e) (cb) Apr. 161.7. 161.5 157.0 133.8 CONSTRUCTION CONTRACT 
Non-Institutional, Age 14 & Over Apr. 116.0 115.9 114.8 101.8 | AWARDS in April continued at high levels, 
Civilian Labor Force Apr. 64.1 63.8 62.8 55.6 |amounting to $1,692 million for the 37 
Armed Forces Apr. 3.4 3.4 3.4 1.6 |states East of the Rockies, according to 
ployed Apr. 3.5 3.7 1.6 3.8 |F. W. Dodge Corporation compilations. 
Employed Apr. 60.6 60.1 61.2 51.8 |This was 11% ahead of March and only 
In Agriculture Apr. 6.1 59 6.3 8.0 | $50 million under the all-time record set 
Non-Farm Apr. 54.5 54.2 55.0 43.2 in April, 1953, a month which included 
Weekly Hours Apr. 41.4 41.1 42.0 42.0 |some $150 million in Atomic Energy Com- 
EMPLOYEES, Non-Farm—m (1b) Apr. oo #8 4 mo ie oe this year 
teens how: 67 67 67 48 was made by resic ential contract awards 
eau pac 10.4 103 10.4 79 which at $796 million were 18% above a 
Sassery is we none noone “as year ago. Nonresidential awards at $605 
Weekly Hours Apr. 39.0 395 40.8 40.4 mont Nerd sh 2 eo — 19, ier 
Hourly Wage (cents) Apr. 180.0 179.0 175.0 77.3 $290. a , ne or a nag oles 
Weekly Wage ($)______| Apr. 70.20 70.71 71.40 21.33 ee ee ee ee 
P For the first four months of 1954, total 
PRICES—Wholesale (Ib2) May 25 111.0 111.3 107.8 66.9 contract awards came to $5,593 million, a 
Retail (cd) Mar 208.3 208.9 208.2 116.2 new record and 8% above the correspond- 
ing 1953 period. 
COST OF LIVING (Ib2) Apr. 114.6 114.8 137 65.9 g P cS - * 
d q ; : . ; 
eee Saal si a oo aid BUSINESS FAILURES reversed their up- 
_ ~~ “ai ne me nei = ward trend in April as 975 firms closed 
sad vad e : : : their doors, a 21% decline from the pre- 
RETAIL TRADE—$b** vious month, Dun & Bradstreet has re- 
Retail Store Sales (cd) Mar. 13.8 14.0 14.4 4.7 | ported. However, failures were still 41% 
Durable Goods Mar. 4.8 4.7 5.2 1.1 | above a year ago and the highest for any 
Non-Durable Goods ___ | Mar. 9.0 9.2 9.2 3.6 |April since 1942. Dun’s Failure Index fell 
Dep't Store Sales (mrb)________ | Mar. 0.79 0.82 0.87 0.34 |to 40 in April, from 44 the previous month 
Consumer Credit, End Mo. (rb) | Mar. 27.2 27.5 25.9 9.0 | but it was still far above the 28 level that 
ieee. | prevailed in April, 1953. LIABILITIES of 
| firms failing in April amounted to $42.5 
New Orders—$b (cd) Total**______ | Apr. 23:3 22.8 25.1 14.6 sean a 3 
million, a 26% decrease from the previous 
Durable Goods Apr. 10.1 10.1 12.5 ye ° 
nN . on as wos ae month but some 50% ahead of last year. 
- r. ° ° e ° . *fege 
ms econ rg ' : ek nip nn po . the first four months of 1954, liabilities 
— — badiad r. . ‘ x i «Ais z 
een oie i totaled $177.2 million versus $109.2 mil- 
Durable Goods Apr. 145 11.4 13:1 4.1 2 ‘ ‘ : 
Ny RP ra sis as peed pwr lion in the corresponding 1953 period. One 
iene tenis : of the few industries where liabilities were 
BUSINESS INVENTORIES, End. Mo.** lower this year was in chemicals and allied 
products with $1.4 million liabilities in the 
Total—$b (cd) | Mar 80.0 80.4 78.3 28.6 i Be 
; | first four months as against $3.5 million 
Manufacturers Mar 45.7 46.1 44.8 16.4 la i idl amstell of 168 
Wholesalers’ Mar "2s 0 ite 0s gy en ee ee ee 
Retailers’ Mar. 22.6 22.4 22.0 8.1 
see wa New orders for MACHINE TOOLS fell 
Dept. Store Stocks (mrb) Mar. 2.4 2.4 2.4 La . ‘ ; 
sharply in April and the index of such 
BUSINESS ACTIVITY—1—pc May 22 190.6 1888 197.2 141.8 |orders compiled by the National Machine 
(M. W. S.)—1—np May 22 236.8 234.6 240.6 146.5 |Tool Builders Association declined to 
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Latest Previous Pre- 
DOK Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
7 INDUSTRIAL PROD.—Ia np (rb) | Apr. 123 123 136 93 | 142.6% of the 1945-1947 average from 
es | | ° 
stics’ Mining | Apr. 112 113 115 87 | 169.6% the previous month and 276.8% 
the Durable Goods Mfr.—____________ | Apr. 135 135 155 99 |a year ago. The worst decline has been 
site Non-Durable Goods Mfr.__________ | Apr. 113 113 121 89 in orders from foreign countries which, in 
ducts CARLOADINGS—t—Total May 22 682 678 770 933 April, amounted to only 15.9% of the 
drop Misc. Freight May 22 346 345 379 379 base period versus 24.9 % a month earlier. 
hee Mdse. L. C. L May 22 62 62 69 66 Shipments are running way above new 
ce) 
nie Grain May 22 45 45 Ad 43 orders at 302.6% of the 1945-1947 aver- 
cael — age, although down from 327.2% the pre- 
ea! ELEC. POWER Output (Kw.H.) m May 22 8,373 8,388 8,078 3,266 vious month. Output was actually higher 
et SOFT COAL, Prod. (st) m May 22 7.1 ry 8.8 10.8 in April at 378.4% of the base period as 
wr Cumulative from Jan. 1... May 22 144.0 136.9 176.2 44.6 against 373.0% in March, With order 
t oil. | | Stocks, End Mo Mar. 72.0 75.2 70.2 61.8 | backlogs declining, it would have taken 
haa iain 4.1 months at current production rates to 
onl z : : Si ae - ee 5 3 oo 41 | fill all orders now on the books. This com- 
ince indeed emoouamemameaeal , : pares with 4.6 months in March and 8.1 
Gasoline Stocks May 22 175 176 152 86 ; } 
months in April, . 1953, at then-current 
Fuel Oil Stocks May 22 46 45 “ 7 output rates 
ar Heating Oil Stocks May 22 68 66 67 55 P ae : a 
vels, ‘ 
LUMBER, Prod.—(bd. ft. May 22 267 259 258 32 : : 
: lig ve . April consumption of NEWSPRINT by 
Stocks, End Mo. (bd. ft.) b_ Mar. 9.2 9.2 8.1 7.9 “ 
J to __ | papers reporting to the American News- 
ions. STEEL INGOT PROD. (st) m Apr. 7.0 73 9.5 7.0 paper Publishers Association amounted to 
only Cumulative from Jan. |__| Apr. 29.3 22.3 38.5 74.7 414,877 tons, a 1.5% increase over the 
| set | | 408,875 tons used in April, 1953. There 
sided ENGINEERING CONSTRUCTION were four Sundays in each of these months. 
: abe AWARDS—$m (en) May 27 288 330 258 94 4 i : 
-om eleiahiie Minas teen: 4 pd a hk ‘tee kame Stocks of newsprint on hand and in transit 
year pe ance hase alk et ioe ri : : : at the end of April, 1954 were 41 days’ 
ards | | MISCELLANEOUS supply, down from 45 days’ supply at the 
ele Paperboard, New Orders (st)t May 22 215 243 204 165 end of March and 44 days’ supply on 
5605 : 
; Cigarettes, Domestic Sales—b Mar. 32 27 34 17 | hand a year ago. Consumption of newsprint 
vhile Do., Cigars—m Mar. 477 444 469 543 | by all users in April is estimated at 545,890 
s of Do., Manufactured Tobacco (Ibs.)m_ | Mar. 18 15 17 28 tons, up from 537,993 tons a year ago. 
fear. 
total b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
| cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted index 
» S (1935-9—100). la—Seasonally adj. index (1947-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Leng 
ond- tons. m—Millions. mpt—At mills, publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation 
for population growth. pc—Per capita basis. rb—Federal Reserve Board. rb3—Federal Reserve Bank of N. Y.—1941 data is for 274 centers. st—Short tons. 
t—Thousands. *—1941; November, or week ended December 6. **—Seasonally adjusted. 
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ose 

sind No. of ‘ 195 1954 — ier 

wal she sini iiliaatinass a (Nov. 14, 1936, Cl.—100) High low. May21_— May 28 

11.9% Issues (1925 Cl.—100) High low May21 May 28 | 100 HIGH PRICED STOCKS........ 145.6 114.4 145.2 145.6A 
. 300 COMBINED AVERAGE 221.6 177.2 220.0 221.6A 100 LOW PRICED STOCKS 260.5 203.7 252.2 255.1 
any os: 
fell 4 Agricultural Implements .. 263.3 179.0 213.0 216.6 4 Investment Trusts .............. 119.9 93.1 119.9 119.9 
onth 10 Aircraft (‘27 Cl.—100) : 592.3 330.3 567.8 592.3A 3 Liquor (‘27 Cl.—100) : 967.8 811.1 857.2 857.2 
7 Airlines (‘27 Cl.—100) 693.9 492.6 561.6 561.6 DE MCRIROEY ..5.ccccccccccccacecceceesene 252.8 181.0 248.8 252.8A 
that 7 Amusements . eee 76.4 114.2 112.5 3 Mail Order oo... ccceceseeeeeee =128.6 = 107.0 122.0 123.1 
5 of 10 Automobile Accessories . 289.4 213.8 255.2 257.5 3 Meat Packing Reubapinracawdaamudio 101.7 78.7 90.0 88.3 
42.5 10 Automobiles baa 49.4 38.4 39.6 41.2 10 Metals, Miscellaneous ............ 284.5 198.4 261.3 273.4 
ious 3 Baking (‘26 Cl.—100) : 28.0 23.0 23:5 23.5 4 Paper SE Eee ee eer ne 590.6 394.9 586.0 590.6 
3 Business Machines .. 467.8 311.4 467.8 467.8 24 Petroleum prs as cance eteaeiaas 505.0 376.5 505.0 505.0 
_—- 2 Bus Lines ('26 Cl.—100) 273.2 170.2. 250.0 = 273.2A | 22 Public Utilities oo... eeseseee: 213.8 1738 211.9 213.84 
lities 6 Chemicals Cee le aa 409.9 ware 409.9 409.9 8 Radio & TV (‘27 Cl.—100)...... 36.9 27.6 30.4 30.6 
mil- 3 Coal Mining ee ees 15.4 9.0 10.0 99 8 Railroad Equipment .............. 64.1 49.1 58.3 58.9 
One 4 Communications .................... 69.3 58.6 68.1 69.3 DO RR GIN 5 coco -faicsincscacedenrece 53.2 41.8 48.9 48.9 
9 Construction eae 79.0 57.9 79.0 78.4 3 Realty ; 61.8 42.3 61.3 61.8A 
nore F \GONGOINOED: co. 6505ccsccrstessascnees . 603.3 456.9 598.4 603.3 3 Shipbuilding 360.0 228.7 348.3 360.0A 
llied 9 Copper & Brass ............ hse 176.4 125.3 176.4 175.0 3 Soft Drinks 433.3 339.0 433.3 425.7 
the 2 (Dalty (Products: 5. é.<cccccccsccssccss 112.4 82.3 110.3 111.4 BP ee Ge NR ins wack ccecescosescescesc 161.1 122.8 154.6 161.1A 
lion 5 Department Stores ................ 65.5 54.6 65.5 65.5 Cie a aoa ested SOD 45.9 51.9 51.9 
5 Drug & Toilet Articles ........... 277.8 203.8 277.8 273.0 2 SUIORUE? 5. :<c605.5: .. 698.6 525.5 698.6 677.1 
2 Finance Companies ................ 482.5 341.8 478.6 462.6 GRINS os. saccceinne 162.2 101.3 113.5 115.5 
2 Food Brands .......... eee «» 2080 185.0 206.1 208.0A 3 Tires & Rubber 100.1 70.4 100.1 100.1 
fell 2 Food Stores ........ 142.3 113.0 1409 136.9 5 Tobacco ............... 105.2 81.1 83.7 82.8 
saith 3 Furnishings ....... 92 86 649 637 2 Variety Stores 319.5 274.4 283.0 283.0 
hine Gar PANNA acne s ccskoxcsoccceetence 769.0 502.3 612.8 612.8 16 Unclassified (‘49 Cl.—100) . 125.7 97.0 116.6 116.6 
to A—New High for 1953-'54. 
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Trend of Commodities 





Most commodity futures were higher in the two weeks 
ending May 28 although grains softened on better crop 
prospects. The Dow-Jones Commodity Futures Index gained 
1.56 points in the period under review to close at 179.60. 
Wheat futures were lower in the two weeks ending May 28 
and the September option lost 1% cents to close at 196%. 
Harvesting operations are spreading in the southern part of 
the wheat belt and marketing will be on the up grade from 
here on. Recent rains have meant a great deal to the drought 
areas and it is felt that crop estimates must be revised upward. 
World wheat supplies are large and on May 1, supplies of 
wheat in the United States, Canada, Argentina and Australia 
amounted to more than 1,800 million bushels versus 1,375 
million a year ago. Exports from this country continue slow, 
totaling 421 million bushels from July 1 through April 30. 
For the comparable 1953 period these exports came to 578 


million bushels. September corn lost 1% cents in the fortnight 
ending May 28 to close at 148%. Planting of corn has been 
exceptionally early this year and growing conditions are 
good. A large crop may therefore be realized and this will 
mean added supplies on top of the already heavy Govern- 
ment holdings. Cotton futures have shown little change in the 
period under review. The December option lost 3 points to 
close at 34.22 cents. There were some unfavorable weather 
reports which brought in buying from time to time. On the 
other hand, prospects of a large carryover of cotton this 
season restrict buying enthusiasm. Rubber prices softened 
a bit in the two weeks ending May 28 and the September 
option lost % cent, despite the clouded Far Eastern situation. 
Consumers are turning to synthetic rubber because of the rise 
in the price of the natural since March and this has effectively 
halted the up-move for the time being. 
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1947 (948 1949 1950 1951s 195219539 Oe a ee 
U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—1947-1949, equals 100 
Date 2 Wks. 3Mos. 1Yr. Dec.6 Date 2Wks. 3Mos. 1 Yr. Dec. 6 
May 28 Ago Ago Ago 1941 May 28 Ago Ago Ago 1941 
22 Commodity Index wis 2B “OSA W739 682 53.0) “SiMetals ....<......020:-:. oe 95.9 93.5 80.3 99.3 54.6 
9 Foodstuffs seshrsndsctssscssnstendussiesc OR? S026 PED “e893. HAGT “AsTemiles) ..<.:....:. sessteisrtasnissieieviess MOQ (870 87.0 693° 563 
B Raw Wndustrial ........05..ccccsseccsccs- B78 (B69 MOB 87.3 583 -4iFatee Oills........:......-.:: iin FSS F56 ~73.6- 570. 3556 
‘RAW MATERIALS SPOT INDEX COMMODITY FUTURES INDEX 
FEB. MAR. APR. FEB. MAR. APR. 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26,1939—63.0 Dec. 6, 1941—85.0 


1953-54 1952 1951 1945 1941 1939 1938 1937 
PORE sscccsrs cs 162.2 181.2 215.4 111.7 889 67.9 57.7 86.6 
RO a saviceesseepe ae 147.8 160.0 1764 986 58.2 48.9 47.3 54.6 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Eastman Kodak Company 


‘I am not interested in daily fluctua- 
tions of a stock, but am concerned pri- 
marily with investments in high grade 
equities where income is dependable and 
where long-term growth appears assur- 
ed. Please submit recent pertinent data 
on Eastman Kodak Company.” 


M. S., Lansing, Mich. 


Eastman Kodak Co. is the domi- 
nant company in the photographic 
field and its continued expansion 
into the synthetic and chemical 
fields provides favorable growth 
prospects. The shares yield a de- 
pendable income both in cash and 
stock dividends and the lapse of 
excess profits taxes should in- 
crease earnings this year. 

Consolidated net earnings for 
the first quarter of 1954 (12 weeks 
ending March 21st) were $12,- 
297,275, an increase of 24% from 
ee in the first quarter of 

53. 

The quarterly earnings are 
equal to 70¢ a share on 17,401,210 
common shares outstanding. This 
compares with 59¢ a share in the 
first quarter of 1953 on 16,555,254 
shares then outstanding. 

Earnings before taxes were 
$26,880,520, down 14% from 
$31,275,824 for the first quarter 
a year ago. The main factor in the 
decline in earnings before taxes 
was a rise in costs and expenses 
resulting from (1)—lowered vol- 
ume in some lines—chiefly ama- 
teur films, photographic equip- 
ment, acetate staple fibre, indus- 
trial chemicals and plastics; (2) 
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higher wages and advertising ex- 
penditures; and (3) a rise in the 
percentage of Government and 
Defense business from 16.9% of 
total sales a year ago to 17.7% 
for the first quarter of 1954. Earn- 
ings are usually less from Govern- 
ment business than from the com- 
pany’s regular lines. 

The main reason for the in- 
crease in net earnings for the 
quarter was removal of excess 
profits tax. 

Consolidated sales in the quar- 
ter were $131,898,664, down about 
1.4% from the first quarter of 
1953. 

For the 52 weeks ended Decem- 
ber 27, 1953, the company report- 
ed net income of $50,171,153, 
equal to $2.86 per share on the 
17,400,217 shares of common 
stock outstanding, the third high- 
est on record, up from $45,803, 
851, or $2.74 a share on 16,554,939 
shares outstanding at the end of 
1952. Eastman sales last year 
were a record high of $633,668, 
918, up 10% from the $575,022,- 
750 reported in 1952. Most of the 
increase in sales came from the 
company’s photographic products, 
but plastic sales were higher and 
chemicals were up by a good per- 
centage. There was also a small 
increase in Government and de- 
fense business. 

Cash dividends in 1953 were 
$1.80 per common share plus 5% 
in stock. The current cash quar- 
terly dividend is 45¢ a share. 


National Cash Register Co. 


“T own 50 shares of National Cash Reg- 
ister stock, purchased about 15 points 
under the present market. What are the 
prospect for the company and should I 
retain the stock or accept profit?” 

S. P., Wilton, Conn. 


National Cash Register Co. is 
the dominant factor in the cash 
register field and other products 
are accounting machines, such as 
adding-typewriters, posting ma- 
chines and specialties; last year 
the company brought controlling 
interest in Computer Research, of 
California, maker of electronic 
computers. 

Net sales for the three months 
to March 31, 1954 rose to $60,198, 
477, net profit was $2,458,623, 
equal to $1.13 per share based on 
2,167,037 shares outstanding. This 
compares with first quarter 1953 
net sales of $57,858,471, net profit 
$2,305,688, equal to $1.17 per 
share, based on 1,969,807 shares 
outstanding. 

For the year ended December 
31, 1953, consolidated sales of all 
products and_ services totaled 
$260,913,000, a 15% increase over 
the $226,555,000 for 1952. Net in- 
come for last year was $11,088,- 
000, a 9% gain over the $10,133,- 
000 for 1952. This represents 
earnings of $5.12 per share on 
2,166,787 shares outstanding at 
the end of the year, or $5.63 per 
share on 1,969,807 shares out- 
standing at the beginning of the 
year, as compared with $5.14 per 
share for 1952. A stock dividend 
of 10% was declared to holders of 
record December 1, 1953. Expen- 
ditures of $8,831,000 for property, 
plant and equipment were made in 
1953, or 76% more than was spent 
in 1952. Net working capital at 
the year-end totaled $60,524,000 
an increase of 4% over the pre- 
ceding year. The most important 
factor which contributed to the 
growth of the business in recent 
years is the steadily increasing 
need for mechanization of record- 
keeping in this country and 
abroad and the new products which 
have resulted from expenditures 
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for research, product development 
and engineering. As businesses in 
all fields are confronted by the 
pressure of rising costs, mechani- 
zation in the office and store fields 
is expected to increase as it has 
by no means approached the fac- 
tory in degree of mechanization. 

While defense business will 
likely decline somewhat this year, 
prospects for civilian products 
continue satisfactory and the 
present 75¢ quarterly dividend is 
expected to continue. To an in- 
vestor interested primarily in 
long-term commitments, the 
shares warrant retention. 


Daystrom, Inc. ) 
“What are the principal products manu- 
factured by Daystrom, Inc.? Please also 
give annual sales volume, net profit, 
dividends.” S. M., Scranton, Pa. 

Daystrom, Inc., is well-estab- 
lished in three major industries— 
printing, electronics, furniture 
and is also in the instrument field. 
The company was originally 
founded in 1892 as American 
Type Founders and the name has 
been changed in recent years in 
line with the company’s diversi- 
fied operations. 

During the past year the com- 
pany produced a large variety of 
electronic and precision products 
for commercial and military use. 
A new source of commercial in- 
come was obtained last year when 
Daystrom purchased the Crest- 
wood Recorder Corp. of Chicago, 
manufacturers of a high fidelity 
magnetic tape recorder. 

Net earnings after Federal in- 
come taxes for the fiscal year end- 
ed March 31, 1954,—60th year in 
business—were $1,458,924, equal 
to $2.33 a share. In the previous 
year, net earnings after taxes 
were equal to $2.25 a share. Cash 
dividends were at 25¢ quarterly. 
Combined net sales of $62,472,896 
were the highest in the company’s 
history. Working capital increas- 
ed to $16,590,613. 

Full-year operations of the new 
plant in Archbold, Pa., should add 
substantially to sales in the cur- 
rent fiscal year. While volume of 
the printing division should be 
well maintained, furniture sales 
are expected to be somewhat 
smaller. Management of the com- 
pany is progressive and experi- 
enced. 


Tide Water Associated Oil 


“IT am somewhat concerned in regard 
to Tide Water Associated Ou as it has 
recently discontinued payment of cash 
dividends and now pays in stock only. 
Will you please give the reason for this? 
Is there any important prospective 
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change in net earnings over coming 


months?” K.L., New Rochelle, N. Y. 


Capital expenditures of Tide 
Water Associated Oil this year 
will probably exceed the $48 mil- 
lion spent in 1958. Because of ex- 
pansion needs, the company wish- 
es to preserve its cash position 
and therefore dividends for some 
time ahead will probably be in 
the form of stock rather than 
cash. 

Sales for the 3 months to March 
31, 1954 increased to $119,199, 
000, net income was $8,888,000, 
equal to 69¢ per share, based on 
12,793,618 shares outstanding. 
This compares with first quarter 
1953 sales of $111,444,000, net in- 
come $8,748,000, equal to 68¢ per 
share adjusted to exclude subsidi- 
aries. No material changes in 
sales or earnings are expected for 
the balance of the year. Net in- 
come for the company ended De- 
cember 31, 1953, after all taxes, 
amounted to $36,951,568, or $2.89 
per share, as compared with $31,- 
082,246 or $2.43 per share, for the 
corresponding period of 1952. 

Total volume of refined prod- 
ucts sold for the year ended De- 
cember 31, 1953 amounted to 68,- 
748,529 barrels, the highest in 
the company’s history, compared 
with 63,032,566 barrels for the 
corresponding period in 1952. 
Steps have been taken toward a 
long-range coordinated program 
to increase the company’s reserves 
of crude oil and natural gas, to 
modernize its refining facilities, 
and to improve the company’s 
marketing position, consistent 
with economic and competitive 
conditions. Such a program will 
require, over the next few years, 
substantially increased capital ex- 
penditures. It therefore, may be- 
come advisable to retain and re- 
invest in the business a greater 
portion of current cash earnings 
than has been done heretofore. 
This is an integrated oil unit, but 
the stock is speculative in char- 
acter. 

Cash dividends including an 
extra totaled $1.15 in 1953. In the 
current year, 25¢ was paid in first 
quarter, 5° in stock in the second 
quarter. 


Blaw-Knox Company 


“Please report recent sales volume, 
earnings and dividends of Blaw-Knox 
Co. and also please indicate lines where 
sales volume is most important.” 


A .1., Harrisburg, Pa. 


Sales of Blaw-Knox Co., a ma- 
jor factor in the engineering, ma- 
chinery and equipment industries, 
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reached $120,591,000 in 1953, an 
increase of 20% over the previous 
year’s sales of $100,478,000. The 
sales increase was due primarily 
to more aggressive marketing ef. 
forts and expanded activity in the 
chemical, oil and gas, steel, road- 
building, power and food indus. 
tries, representing major markets 
for the company. National defense 
projects also contributed to the 
sales increase, although to a lesser 
extent than the previous year. Re. 
flecting higher sales, income from 
operations rose to $15,868,000, an 
increase of $4,272,000 over the 
$11,596,000 earned in the year 
previous. Net income was equal to 
$2.93 a share on the basis of the 
same number of shares outstand- 
ing as in the previous year, and!) 
$2.86 when the distribution of? 
35,287 shares in stock dividends) 
were taken into account. The) 
company earned $2.97 a share in? 
1952. 

Sales and services for the three © 
months to March 31, 1954 were? 
$26,758,009, net profit $1,142,037, — 
equal to 75¢ per common share} 
based on 1,519,255 shares out-) 
standing. This compares with? 
first quarter 1953 sales and serv- | 
ices of $28,393,402, net profit $1,- | 
028,333, equal to 73¢ per share} 
based on 1,411,468 shares then) 
outstanding. 

Cash dividends amounted tof 
$1.20 in 1953. The company also 
distributed a 214% stock dividend 
having an approximate market 
value at the date of declaration of 
4214¢ a share. In effect, dividends 
for the year totaled $1.625 a 
share, compared with $1.25 a 
share in 1952. Dividends at 30¢ 
quarterly have been declared thus 
far in 1954. Unfilled orders as of 
March 31, 1954 were $65 million. 

The company’s expansion in re- 
cent years has been greatest in| 
the chemical process field. Tele- 
vision and microwave develop- 
ment have improved the market 
for broadcasting and communi- 
cation towers, and continuing the 
expansion in use of electricity 
have increased a potential market 
for transmission towers and pow- 
er piping built by the company. 
The company has a _ substantial 
construction contract for the 
Atomic Energy Commission. Sales 
may be lower this year, but the 
expiration of EPT will aid net. 


Elgin National Watch 


“I understand that domestic watch 
manufacturers have had to face intense 
competition from Swiss manufacturers 
and in view of this, I would appreciate 
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Answers to Inquiries 
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receiving latest earnings, developments 
and outlook for Elgin Watch over com- 
ing months.” H.C., New Britain, Conn. 

Elgin National Watch is an in- 
tegrated domestic watch producer, 
with twelve distinct product lines. 
These include domestic and im- 
ported watches, watch cases, 
watch attachments, abrasives, 
carbide rotary tools, precision lub- 
ricants, metal alloys, appliance 
and automotive emblems, men’s 
jewelry, military timing instru- 
ments and ammunition compon- 
ents. The company has in the past 
year introduced a “balanced cy- 
cle” of watch assembly which re- 
duces assembly lines to minutes, 
reducing hazards of air and handl- 
ing to a minimum, and developed 
a new balance wheel which cuts 
stress and assures better time- 
keeping qualities. 

Inventories in recent months in 
the retail trade were regarded as 
excessive and therefore Elgin per- 
mitted dealers to reduce prices of 
its watches 20% during its annual 
“Springtime Savings Sale” and 
the response has been encourag- 
ing, according to the company. 

Net sales for the year totaled 
$56,720,639, an increase of 12% 
over 1952’s $50,800,191, and net 
earnings amounted to $2.048,628, 
or 32% over 1952 year’s total of 
$1,550,630. Because the company 
shifted this year from a calendar 
year to a fiscal year basis, starting 
March 1, 1954, earnings included 
figures for the interim “year” 
January 1 to February 28. These 
showed net sales of $7,012,322 and 
net earnings of $93,624. Net earn- 
ings per share, with 922,680 
shares outstanding, amounted to 
$2.22 per share, compared with 
$1.68 in the preceding year. 

Although sales of watches 
reached the highest level in the 
company’s history in 1953, in- 
creased earnings were due largely 
to improvement in earnings on 
defense work. Defense production 
accounted for approximately 20% 
of total sales volume and backlog 
of company’s contracts recently 
stood at $32 million. 

Major technical and research 
advances in the year included de- 
velopment of a synthetic lubricant 
for timepieces, aircraft clocks and 
precision instruments that pro- 
vides perfect lubrication at tem- 
peratures as excessive of 100 or 
more degrees or below zero and 
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this is expected to remove one of 
the greatest obstacles to military 
operations in Arctic regions. 
Sales will probably show some de- 
cline over coming months, but the 
company expects to hold its own 
with the competition. 

The 15¢ quarterly dividend is 
expected to continue. 


Pet Milk Co. 


“Do you regard Pet Milk as a conserva- 
tive stock? Please furnish recent sales 
volume, net profit and dividend pay- 
ments.” C. G., Groton, Conn. 


Pet Milk is best known for its 
evaporated milk, which is’ well- 
advertised but it is also an im- 
portant producer of fluid milk, ice 
cream and other dairy products, 
largely in the south-east states 
and also in Utah and Wisconsin. 

Consolidated net sales for the 
three months to March 31, 1954 
rose moderately to $44,585,629. 
Net profit was $348,860, equal to 
57¢ a share. This compares with 
first quarter 1953 net sales of $42,- 
772,173, net profit $202,882, equal 
to 23¢ per common share. 

For the full year of 1953, sales 
were moderately higher than in 
the preceding year. Profit margins 
increased on the larger volume of 
sales and after taxes, available 
net income rose to $5.62 a com- 
mon share, from $4.39 in 1952. 
Sales may increase further this 
year, but lower selling prices as a 
result of reduced price supports 
for dairy products may reduce 
volume below last year’s total. 
However, net profit should be 
reasonably well-maintained and 
net income is expected to hold 
fairly close to last year’s results. 
Dividends of 40¢ quarterly may 
be supplemented by a year-end 
extra equal to the 60¢ paid last 
year. 

The stock is regarded as a con- 
servative income issue. —END 
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credit furniture sales—and this re- 
mains a good possibility—some ad- 
vance in production is indicated 
to stop the drain on inventory. 
Lumber and products. Here the 
decline in production has reflected 
both a small amount of inventory 
liquidation, and an underestima- 
tion of the 1954 construction mar- 
ket, which takes the bulk of lum- 
ber output. Production of the in- 
dustry has already begun to firm, 
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and by late fall should be con. 
siderably above present levels. A 
rise in merchandise movement 
with the end of general inventory 
adjustment will also benefit the 
industry, since a significant vol. 
ume of lumber is used for crating 
and containers. 

Stone, Clay and Glass Products, 
The bulk of the output of this in. 


dustry also goes into new con-f 


struction, although glass itself has 


a large and stable replacement} 
market. The outlook for the inf 
dustry is strongly up; it has hadf 
considerable liquidation over the} 
past ten months, and the construc.f 
tion outlook for the next several} 


months is stronger than the in. 
dustry itself expected. 


Meat Products; Bakery Prod.) 


3 och 





ucts; Alcoholic Beverages; Tobacy 


co Manufacturers. In aggregate) 
the trend in these four consump- 


tion groups is for a very mild rise, 


The rate of meat consumption isf 
likely to advance modestly, even} 


though it is already historically) 


quite high. Alcoholic beverage 


production has been suffering) 
from a mild inventory adjustment, | 
and some curtailment in final de-| 


mand as the labor market weak- 
ened. A moderate recovery in 
beverage production is likely in 
the Fall, if only to arrest inven- 
tory reduction. All four of the in- 





dustry groups should benefit mod-) 


erately from a rise in the rate of 
personal income, which now seems 
likely to reach significant propor- 
tions by late summer. 

Texti’e mill products. The tex- 
tile industry has been severely hit 
by inventory liquidation, which 
tends to be drastic in this indus- 
try. But production has already 
flattened out, while final demand 


has: continued about stable. A} 
relatively sharp advance, to end} 


inventory liquidation and in fact 
to build up badly depleted stocks, 
seems very probable. This is cer- 
tainly true for cotton consump- 
tion, which accounts for more than 
one third of textile mill activity. 
In synthetics {about one sixth of 
total mill activity) inventory 
liquidation is now progressing at 
an extremely rapid rate, and while 
liquidation of synthetics started 
somewhat later than it did in cot- 
ton, it should be over very shortly. 
Textile mill products as a whole 
account for more than 6% of the 
Federal Reserve index coverage: 


a marked rise in textile output | 
thus weighs relatively heavy in | 


the total index. 


Apparel. Along with textiles, | 
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(Continued from page 358) 
apparel industries have experi- 
enced a bout of inventory adjust- 
ment, although it has been much 
milder than in most industries. 
End-product apparel demand has 
declined only silghtly from its 
peak in mid-1953, and the produc- 
tion outlook for the industry is 
now quite favorable. Like the 
stable food and beverage indus- 
tries, apparel demand _ should 
benefit moderately from a rising 
rate of personal income in the 
late summer, and may benefit par- 
ticularly from the end of tax pay- 
roll deductions by middle and 
lower income groups in the Fall. 

Leather and Products. About 
half of the output of this industry 
is shoes and slippers. As with ap- 
parel, shoe production has de- 
clined only moderately over the 
past year. And like apparel, it is 
likely to rise in the early Fall. 
However, inventory liquidation in 
shoes has been slight compared to 
the liquidation in apparel, and the 
proportionate rise out of the 
trough of liquidation is likely to 
be correspondingly smaller. More- 
over, total leather tanning ac- 
tivity, and leather consumption in 
such miscellaneous uses as indus- 
trial belting and luggage, is likely 
to show little change, or even a 
minor decline. Accordingly, the 
aggregate outlook for the leather 
industry as a whole is for no ap- 
preciable change. 

Paper and Products. Like the 
automotive industry, the paper in- 
dustry has not undergone inven- 
tory liquidation in any significant 
degree during the past ten 
months. While total paper con- 
sumption remains high, the paper 
stock position now contributes to 
some uncertaintly on the near- 
term production trend. Output in 
the industry has recently been ad- 
vancing slightly, well ahead of the 
upturn in total output; it may well 
be declining slightly when total 
output is rising in the fall. 

Chemicals. The production out- 
look for this highly diversified in- 
dustry group is more or less 
clearly upward. The basic inor- 
ganic chemicals—sulphuric acid, 
soda ash, ammonia, etc.—respond 
to general industrial activity, 
which will be higher in the fall. 
Industrial organic chemicals — 
plastics, synthetics, coal-tars—now 
account for over 25% of all chem- 
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icals output, and these segments 
of the industry have been under- 
going serious liquidation for the 
past six months. And end of liqui- 
dation will act to raise operating 
rates in this important component 
of the industry. Drugs and medi- 
cines, which account for about one 
seventh of the industry’s output, 
can likewise be expected to rise 
out of inventory liquidation, al- 
though at a more modest rate. 
Paint production can be expected 
to be moderately higher. The re- 
maining segments of the industry 
—vegetable and animal oil produc- 
tion, soaps, fertilizers, toiletries 
and miscellaneous chemicals—are 
likely to show little change. 

Petroleum refining. Petroleum 
runs to still have recently been 
rising slightly. However, stocks of 
finished products are quite ade- 
quate, and the industry’s early 
estimates of petroleum products 
consumption in 1954 were evi- 
dently somewhat over-optimistic. 
A resurgence of total activity in 
the summer and fall would have 
only a moderate effect on total 
petroleum consumption, and it ap- 
pears unlikely now that total ac- 
tivity in the oil industry will be 
more than stable at current levels. 
However, this is quite a satisfac- 
tory position. 

Rubber Products. Total domes- 
tic consumption of rubber has re- 
cently been declining slowly, mainly 
because of declining automotive 
demand for original-equipment 
tires and tubes. Replacement de- 
mand for tires has continued 
relatively strong, however. Fully 
one half of U.S. rubber consump- 
tion is in tires and tubes, and the 
outlook for the total industry 
group is for a moderate further 
decline—i.e., a relatively sharp fur- 
ther decline in original equipment 
demand as auto output slides off, 
offset by stability in production 
for replacement demand. 

Coal. Output of coal, while at a 
historically low level, is no longer 
declining, while recovery has al- 
ready begun in many of the major 
industrial groups which consume 
coal. Some recovery in coal pro- 
duction therefore seems probable 
after summer vacations. But the 
continuing rapid inroads into the 
coal market by other fuels—petro- 
leum, and, more recently, gas— 
argue against any very pro- 
nounced recovery. 

* * * 

The conclusion to be drawn 
from this cross-section of develop- 
ments within the manufacturing 
sector is, clearly, that total output 
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in the third quarter of 1954 jg 
likely to be higher than in the 
current quarter, on a seasonally 
adjusted basis. Without seasonal] 
adjustment, it is probable that in 
August and September, output 
rates in general will exceed any 
month of the second quarter. Be. 
cause of the spread of industria] 
vacation practices during the post- 
war period, activity in July is 
now normally about 6° below 
trend; without seasonal adjust- 
ment, therefore, output in July 
will doubtless be below the second- 
quarter average. 

More than a month ago, it was 
clear that such an advance in in- 
dustrial activity was likely. De 
velopments since then have made 


it almost inevitable, and have also | 


increased its probable dimensions, 
Using the industrial production 
index as a measuring rod for the 
rate of activity, it now seems 
likely that by Fall output will be 
as much as 4-5% above current 
levels. This suggests an index 
level (1947-1949 equals 100) in 
the range of 126-128. 

Finally, what are the implica- 


tions of this advance for total em- | 
ployment and unemployment, and | 
for corporate profits ? With regard | 
to employment, little advance can | 


be expected. In most industries- 
and notably in durables indus- 
tries—productivity is improving at 
an extraordinarily rapid rate, and 
this trend is steadily lessening the 
labor input required for a given 
unit of output. Moreover, in many 
industries expansion of output 
will be accomplished in part by 
raising average hours worked by 
factory employees already on the 
payroll. (Hours worked by factory 
workers have sunk slightly below 
normal.) The forecast rise in total 
output is thus compatible with a 
very small increase in total fac- 
tory employment—perhaps less 
than 200,000. Outside manufac- 
turing, a very minor rise in dis- 
tributive and trade industries- 
perhaps another 100,000—may be 
anticipated. 

It is obvious that these increas- 
es in employment will not act to 
reduce unemployment figures sub- 
stantially. In fact, they will be 
more than offset by the normal 
increase in the size of the labor 
force during the summer, as stu- 
dents emerge from school and 
start looking for jobs. In all prob- 
ability, even the significant re 
covery suggested by the cross- 
section of industrial trends will 
find unemployment, in the fall, 

(Please turn to page 362) 








WALL STREET) 





Ju 





954 igs 
in the 
onally 
asonal 
hat in 
output 
d any 
r. Be. 
istria 
2 post- 
uly j 
below 
djust- 
1 July 
econd- 


(77) 


it was 
in in- 
y.. ee 





made 
re also | 
sions, 
uction 
or the 
seems 
vill be 
irrent 
index 
0) in 


iplica- 
al em- | 
t, and | 


egard | 
ce can | 


tries— 
indus- 
ing at 
e, and 
ng the 
given 
many 
yutput 
rt by 
ed by 
yn the 
actory 
below 
1 total 
vith a 
1 fac- 

less 
1ufac- 
n dis- 
tries— 
ay be 


creas- 
act to 
s sub- 
ill be 
ormal 
labor 
s stu- 
| and 
prob- 
it re 





cross- 
3 will 
. fall, 
') 


TREET, 





Imagine Drilling Clear 
Through the Earth! 
















A 

N THAT PERIOD Socony-Vacuum has_ oil. Instead, during the years we 
I produced in the United States drilled this great distance, we almost 
alone more than 900,000,000 barrels of | doubled Socony-Vacuum’s domestic 
crude oil. Had we been content to rest _ oil reserves which now stand at more 
on our oars, we would now be out of _ than 1,650,000,000 barrels. 


SOCONY-VACUUM OIL COMPANY, INC. 
Makers of Mobilgas and Mobiloil 
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considerably higher than it is now 
—probably between 4.0 and 4.2 
million. 

For profits, the outlook is 
somewhat brighter, but the in- 
crease in earnings will evidently be 
considerably less than that which 
might normally be expected from 
the forecast increase in operating 
rates. This is true despite the fact 
that with removal of excess profits 
taxes the tax burden on earnings 
is no longer progressive, and a 
full 48% of additions to before- 
tax earnings can be carried down 
to net income. The main reasons 
for caution about third-quarter 
profits are: (1) a probable mild 
rise in labor costs—i.e., a rise in 
hourly wage rates somewhat in 
excess of the rate of increase in 
labor productivity; and (2) con- 
tinuing pressure on the selling 
prices of finished goods, combined 
with at least stability, and per- 
haps some strength, in raw mate- 
rial costs. This amounts to a 
squeeze on the manufacturing 
margin, and the squeeze could be 
substantial. Corporate tax relief 
has, for the moment, left a fat 
unit after-tax margin in many 
manufacturing industries, which 
market pressures, even under con- 
ditions of a revival in general 
business, are likely to narrow. It 
is one of the features of competi- 
tive markets that tax relief will 
inevitably be passed on, in some 
degree, to the buyer. 

It is probably advisable to con- 
clude this analysis with a warn- 
ing. Under conditions of broad but 
moderate improvement in busi- 
ness as foreseen above, a sudden 
worsening of international ten- 
sions would tend to magnify the 
advance, possibly very consider- 
ably. It would also act, if only 
temporarily, to relieve the indi- 
cated pressure on finished goods 
prices. In the event of such an 
intensification of tension, a rather 
complete review of the outlook 
would certainly be in order.—END 
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these various grants. 

The rate of acceleration is stag- 
gering, especially when one real- 
izes that in fresh negotiations 
there is shown not the shadow of 
a disposition to abate demands, 
even though organized labor’s 
economists cannot be otherwise 
than fully aware of all the danger- 
ous implications. For example, in 
1951, fringe benefits had reached 
a point where they accounted for 
18.3 per cent of payroll for all in- 
dustry. This meant $627 per 
worker in addition to the immedi- 
ate wages received. 


Cost of Special Benefits Rising 


Move now only three years on- 
ward and it is found that fringe 
benefits, in addition to wages, had 
been enlarged until they account- 
ed for 19.5 per cent of total pay- 
roll and each worker was in en- 
joyment of an addition of $739. 

To be sure these figures are ap- 
plicable only to the employes of 
corporations which have bargain- 
ing contracts with labor unions. 
They relate to only 317 corpora- 
tions studied in both the manu- 
facturing and non-manufacturing 
branches of industry but the in- 
clusion of some of the greatest cor- 
porations in the country means 
that the figures apply to the wage 
and fringe benefit position of mil- 
lions of workers. 

It is impossible to escape a 
glance at unorganized labor in 
this relationship. While organized 
labor is demanding and receiving, 
in addition to high wages, these 
immense grants, a progressive im- 
balance is being created the re- 
sults of which it would be difficult 
to predict. One very obvious re- 
sult is that the astronomical cost 
of the fringe benefits cannot do 
otherwise than affect price levels. 
Present high wage levels maintain 
the workers in jobs in a position 
te enable them to meet the price 
level and the pension and allied 
grants enable them to survive in 
comfort. Meantime, the millions 
not covered become the victims 
of the price level created by the 
pressures upon the common fund. 
While unorganized labor and all 
those citizens who depend upon 
fixed incomes would be the worse 
sufferers, even the organized bene- 


ficiaries almost certainly would 
discover that an inflationary econ- 
omy, stimulated by a wage-price 
spiral, created to pay for fringe 
benefits, defeats itself by devalu- 
ing those benefits. 

Indeed, on that head, there is 
evidence that Labor, fearing that 
public security measures will soon 
prove too costly for governments, 
is turning to the private employer 
for supplementary assistance, 
thereby submitting him to what 
amounts to a double tax. In short, 
it would appear that Labor seeks 
to draw its benefits directly from 
the private employer’ without 
waiting for them to pass through 
governmental channels. 

It is difficult to separate public 
and private old age and other ben- 
efits in any consideration of the 
broad question. The more expan- 
sive old age and allied public as- 
sistance measures were under- 
taken in the Great Depression as 
a depression emergency measure 
but a curious seeming paradox is 
involved in the fact that payments 
have seen their greatest increase 
in subsequent times of the highest 
prosperity. Federal old-age assist- 
ance payments rose from $119,- 
000,000 in the depressed year of 
1937 to $875,000,000 in the boom 
year of 1953. The number of re- 
cipients increased from 1,291,741 
in June, 1937 to 2,608,898 in June, 
1953. 

Generous as public assistance 
has been, Labor believes private 
employers should add to it but 
it is feared by some students that 
such double benefits would have 
a tendency to remove incentive to 
work on the part of those able to. 
The Council of State Chambers 
of Commerce has made some lumi- 
nous studies in this field. The 
matching formula of Federal- 
State benefits is a temptation of 
State citizens to partake of Fed- 
eral bounty. In the nine years 
from 1937 to 1946, Federal old 
age assistance grants increased 
$236,000,000. Then the Federal 
share was augmented to four 
fifths and from 1946 to 1953 Fed- 
eral payments increased $520,- 
000,000. 

The States make their own laws 
as to eligibility and there is wide 
variation. In June, 1953 the av- 
erage number of Federal-State 
old age beneficiaries for the entire 
country was 189 per 1000. In New 
Jersey, which has a stern law as 
to eligibility, there were 49 per 
1000 but in Louisiana where (per- 
haps under a lingering Huey Long 

(Please turn to page 364) 
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The rainbow you can see in black and white ! 


RCA brings you compatible color TV. 
Lets you see color programs in black 
and white on the set you now own! 


“When a modern and practical color television system 
for the home is here, RCA will have it. . .” 

Echoing down through the years, these words—spoken 
in 1946 by David Sarnoff, Chairman of the Board of RCA 
—have a ring of triumph today. 

The day on which the FCC approved standards for the 
commercial broadcasting of compatible color television— 
December 17, 1953—will be remembered in the annals 
of communications along with the historic date of April 
80, 1939, when RCA-NBC introduced black-and-white 
television as a service to the public. 

At that time sight was added to sound. Now color has 
been added to sight. 

Behind this great development are many long years 
of scientific research, hard work and financial risk. RCA 
scientists were engaged in research basically related to 


color television as tar back as the 1920's... even before 
black-and-white television service was introduced. 

Since then RCA has spent over $25,000,000 to add the 
reality of color to black-and-white TV, including devel- 
opment of the tri-color tube. 

The fruit of this great investment is the RCA all- 
electronic compatible color television system, a system 
that provides for the telecasting of high-quality color pic- 
tures that can be received in full color on color receivers; 
and in black and white on the set you now own. 

RCA and NBC will invest an additional $15,000,000 
during color television’s “Introductory Year”—1954—to 
establish this new service on a solid foundation. 

RCA color television sets are beginning to come off 
the production lines in small quantities. Although it will 
probably be another year before mass production is 
reached, the promise of compatible color television is 


being fulfilled. 


RCA pioneered and developed compatible color television 


® RapIo CORPORATION OF AMERICA 


World leader in radio—first in television 
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Compatible color television will eventually reach every TV home 
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influence) the law is liberal, there 
were 599 per 1000. 


Some Peculiar Results 


The Council’s study found that 
“in some States, the tests deter- 
mining needs are so liberal that 
Old Age Assistance is considered 
a pension program rather than 
relief.” Now enters a further ele- 
ment. In the category of Assist- 
ance for Dependent Children it 
is to be noted that Federal pay- 
ments rose from only $12,000,000 
in 1937 to $317,000,000 in 1953 
and the numbers aided rose for 
the two dates from 475,457 to 
1,493,670. Concerning this situa- 
tion, the Council study observes 
that in some States as a founda- 
tion for Federal contributions, 
“nayments are so generous that 
they encourage desertion of the 
family provider in order to make 
his children eligible!’ This sug- 
gests not creeping socialism but 
what might be called sneaking 


socialism! There is no American 
who is not eager to assist needy 
children but here is a system 
which results in their exploitation. 
Child labor had the dubious merit 
of adding something to the com- 
mon wealth for they did produce 
something; here is nothing but 
subtraction! 

There are many workers, doubt- 
less some millions, who desire to 
give a full quantum of work for 
wages and who desire to make 
their own way and accumulate 
their own competencies but there 
are other millions less ambitious 
and it has been shown that there 
is a tendency to abstain from 
labor if relief of any kind can fur- 
nish subsistence. State laws in 
most cases make an effort to keep 
unemployment payments at a level 
to encourage search for work and 
also, necessarily set limits to the 
term of payments. 

Probably the most fantastic 
example of public relations in the 
history of that devious art re- 
cently was furnished by the CIO 
electrical union when engaged in 
negotiations with the General 
Electric Company on a proposal 
for a guaranteed annual wage. It 
appears that General Electric has 
issued a statement saying that a 














This announcement is neither an offer to sell nor a solicitation of an offer to buy these securities. 
The offer is made only by the Prospectus. 


1,000,000 Shares 


Scudder Fund of Canada Ltd. 


Common Shares 


(par value $1.00 per share) 


Price $32 per Share* 


*Prices for single transactions of less than 1,000 
shares. Prices are scaled down for single trans- 
actions involving greater numbers of shares. 


Copies of the Prospectus may be obtained in any State only 
from such of the several Underwriters, including the under- 
signed, as may lawfully offer these securities in such State. 


LEHMAN BROTHERS 


June 3, 1954. 
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special poll which it had commis. 
sioned showed that “most” of the 
workers employed would not work 
if they could draw 75 per cent of 
their pay and remain idle. This 
immediately was followed by , 
blast from the union, asserting 
that the GE statement was but 
another example of how great cor. 
porations make misleading state. 
ments. The union had demande 
to examine the poll which had 
been conducted by a professional 
organization. The poll was fu. 
nished, whereupon the union tri. 
umphantly declared that it did not 
show that most of the worker 
would refrain from labor ; it show. 
ed that only 77 per cent wouli 
do so! 

And, in connection with th 
guaranteed wage idea which j; 
being increasingly pressed — de. 
spite one impartial analysis after 
another showing that it is a pro. 
posal for substantial communisn 
—it must be remembered that Wal. 
ter Reuther, departing from th 
time-honored system of seniorit; 
preference in all labor benefits 
declared: “The guaranteed wage 
will be meaningless unless it ap 
plies to new men because they are 
the first to be laid off.” 


Decline in Living Costs Ignored 


The reasons for special aid t 
workers, not only in old age but 
in unemployment or disability, aré 
strong in hard times and it can 
not be denied that the measure of 
assistance has been tremendous 
But it would seem that, in fresh 
negotiations, some _ attention 
might be given to srgns of the 





times. While the nation has bee 
experiencing some regional re 
cession (which has not touched 
some sections at all) the officid 
consumer price index now hai 
dropped three months in succes 
sion. Where wages are tied br 
contract to the index, a definite. 
known basis exists but, in gen- 
eral, organized labor has sought 
to capitalize on the recession t0 
inaugurate new demands fo! 
wage increases and especially for 
more benefits. The declining cost 
of living is ignored. 

It has been suggested that, it 
difficult times or in times a little 
less than absolute boom, labor 
might be willing to tighten it 
belt along with the very num: 
erous group of citizens not in er 
joyment of the gains labor has 
made. The items which make uf 
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scores of items regarded as lux- 
yries or as close to that class. It is 
a mistake to believe that there 
will be any relinquishment; indeed 
necessities will be sacrificed be- 
fore some luxuries. In the poorer 
sections, indeed the absolute slum 
sections of most cities, the observ- 
er can descry a dwelling, original- 
ly little more than a piano-box and 
sheet-tin affair and far gone in 
disrepair but there will be a tele- 
vision aerial clinging precarious- 
ly to the structure and, probably, 
ashiny automobile parked outside 
the sagging door! 

Labor unions now have accumu- 
lated capital of more than $1,500,- 
000,000 invested in such assets as 
bonds, office building and, even 
businesses, and steady annual in- 
come of sources of millions. (Just 
the other day a special emergency 
board recommended to the Presi- 
dent that railroad workers be 
granted an additional $150,000,- 
000 a year in fringe benefits. This 
was one fourth of what was ask- 
ed.) The suggestion has been 
made that these funds should be 
used to increase workers’ bene- 
fits. The suggestion is both sound 
and important. 

The governmental social secur- 
ity tax rate on the employer start- 
ed at 2 per cent. Serious students 
foresee an increase to 10 per cent. 
With the rapidly increasing num- 
ber of old persons, with the speed 
and accuracy of machines pro- 
gressively displacing skills and 
judgment that spring from ex- 
perience,—all adding to the bur- 
den—it should be obvious that the 
resources of both Government and 
employers must some day be 
wholly exhausted; that is, so long 
as even a modified capitalist sys- 
tem is desired as the basis of the 
economy. Conceivably, 
one third or less of the population 
will be called upon to support the 
other two thirds. 

In a recent address before the 
National Industrial Conference 
Board, Ray D. Murphy, President 
of the Equitable Life Assurance 
Society, observed that, in early 
times, modest benefits were pro- 
vided to relieve poverty and allay 
political unrest. “As often hap- 
pens,” he said, “when political ex- 
pediency is the keynote, one step 
led to another, one liberalization 
to a second and that one to a third 
until there was no stopping place 
and what started as modest relief 
of poverty turned to a method of 
substantial redistribution of 
Wealth. The consequences have 

(Please turn to page 366) 





TREE 


JUNE 12, 1954 








RONCEVERTE 


© WO 
a 
HINTON ¢ OY BUCHANAN 


, PURCELLVILLE 
WOODSTOCK 


EW MIDDLEBURG 
fo. MARKET, 


&) 


| REMINGTON 
Cs 
al @ 
0 


STAUNTON 


WARRENTON 


WAYNESBORO 
f GOSHEN 
ACLUFTON 
$ FORGE 
LEXINGTON 


<0 
GLASGOW 


PAMPLIN 
CITY 


ALTAVISTA 


q 
: \ 
ANo, 
Ss 
WHITAKERS 





Now 1,400,000; soon 1,800,000 


ALL HARNESSED TO GO! 


Now, there’s over twice as much horsepower at “the top of 
the South" for. the wheels of industry! VEPCO—serving 
most of Virginia and adjoining areas in North Carolina and 
West Virginia—has more than doubled its electric generating 
capacity within the last six years. 

New industries, established industries wishing to expand, 
and those whose roots have been in the “top of the South" — 
have found that here Men, Materials and Markets team 
together for better production in a favorable climate, and 
where fine transportation provides ready access to the markets 
of the nation, and to those of the world through the un- 
equalled ports of Hampton Roads. 

Here, at the “top of the South," the people are really 
friendly to new and expanded industry for, with traditions 
going back to Colonial days, they know that more invested 
capital means greater opportunities for workers who realize 
what free American enterprise can do. 

Our Area Development Department can help you find the 
location you want for your industry. We have the informa- 
tion on sites, natural advantages and technical details. 


A letter, postal card or telephone call 
will start this confidential service to you. 


AREA DEVELOPMENT DEPARTMENT 


VIRGINIA ELECTRIC AND POWER COMPANY 


RICHMOND 9Q, VIRGINIA 
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(Continued from page 365) 
been invariably tragic. Even 
great Rome fell!” 

It will be objected that this is 
a natural observation of a Presi- 
dent of a privately operated insur- 
ance company. But Lord Bever- 
idge, author of the Beveridge plan 
adopted largely by the British La- 
bour Government, warns with 
equal vigor against too rapid and 
too extensive growth of insurance 
and allied schemes as calculated 
to bring inflation, debased money 
and every ill that lurks along any 
easy pathway to Utopia! 

Annually, the United States 
Government expends millions of 
dollars upon publications which 
are either distributed free or sold 
for a nominal price. It might, at 
this time, be urged upon the Gov- 
ernment that it issue an edition, 
running into many millions, of the 
Mother Goose Tales and other se- 
lected fables with especial em- 
phasis laid upon the story of the 
killing of the goose that laid the 
golden eggs! —END 








4 Heavier weight and greater horse- 
power than any machine of 
comparable capacity— 

4» Clark Torque Converter and 
Power-Shift Transmission for 
fast, easy operation 

4» Power Train—engine to tires— 
designed and built by CLARK 
—No wonder the MICHIGAN 
Tractor Shovel will out-perform 
any machine of its kind and size. 


CLARK 








EQUIPMENT 


A LEADERSHIP NAME IN 
POWER TRANSMISSION ENGINEERING 
CLARK EQUIPMENT COMPANY 


BUCHANAN, MICHIGAN 
Benton Harbor, Battle Creek, Jackson, Michigan 





ee OF CLARK: transmissions @ driving 

ind st axles @ axle housings @ tractor 
ax + trucks @ towing tractors @ Ross 
so og @ POWRWORKER hand trucks e@ 
excavator cranes @ tractor shovels @ electric 
steel castings @ gears and forgings. 
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Margins Compare 
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overpowering effect on net in- 
come, where sales held relatively 
well. It is interesting to observe 
that in instances where sales and 
pre-tax earnings only moderately 
declined—the average was 5% in 
the case of sales and 17% in the 
case of pre-tax earnings—the de- 
cline in taxes, which amounted 
over-all to 33% had a decisive ef- 
fect in raising net income. Where 
sales declined substantially, how- 
ever, and pre-tax earnings were 
cut deeply, the decline in taxes 
had very little effect, so that net 
income felt the full impact with- 
out the offsetting factors in the 
case of companies that had rela- 
tively better fortune with sales 
and pre-tax earnings. 

The relationship between the 
sales trend, pre-tax earnings and 
taxes is well illustrated in the 
special table which has been pre- 
pared for the purpose. In this 
table, we offer a cross-section of 
leading industries with two ex- 
amples of companies in each in- 
dustry showing first quarter sales, 
pre-tax earnings and net income, 
the latter two items presented on 
a per share basis. 


Pre-Tax and Net Income 


The extreme variety of results 
in earnings can be noted from an 
examination of this table. The 
really significant feature is indi- 
cated by a comparison between 
pre-tax earnings and net income 
(after taxes). With the exception 
of the oils, which are in a special 
tax category owing to the 2714 % 
allowance for depletion, it will be 
seen that the effect of lower fed- 
eral taxes was generally to offset 
widely the tendency towards lower 
operating profits. This is parti- 
cularly borne out by the steel 
group, in which both Republic 
Steel and U.S. Steel suffered size- 
able declines in operating profits— 
a decline of 81% was recorded for 
Republic and 31% for U.S. Steel— 
but, owing to the effect of lower 
taxes, these declines were reduced 
to only 20% and 10%, respec- 
tively, in net income. Actually, Re- 
public’s earnings dropped to only 
$1.79 a share in the first quarter 
compared with $2.26 in the cor- 
responding period of 1953, and 
Steel’s earnings dropped even less 
proportionately, or from $1.65 a 
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share to $1.48 a share. This ig fe 
remarkable performance, consid 
ering the wide declines which too 
place in sales, Republic’s sale 
falling from $229.2 million is ; 
$214.4 million, and Steele’s salge'*”* 
from $927.9 million to $830.8 mil =, 
lion. Obviously, the approximat 
33% cut in income taxes did j 
work in these cases. 

Along with lower federal taxeg’ 
reduced operating costs alsf 
played a part in holding earning} 
up to relatively satisfactory ley 
els. In the steel industry, prac) 
tically all over-time pay was elin| 
inated. As this is normally an ex 
pensive item in operations, it cay 
be seen that the industry lost n 
time in making the necessary ai. 
justment to the lower volume 7 
sales. While specific data on indi” Sindu: 
vidual plant operations is nd in 
readily available to the public, if 
is known that expenses were alsy 
cut through elimination, in pa r 
or in entirety, of obsolete or high} 
cost plant, with operations con wwe: 
centrated, so far as possible, i, ian: 
the newer, more efficient plants) fae 
Adding to this beneficient process} - 
is the constant improvement ole Bale 
technology, which is not only tru Pmove 
of the steel industry but man Paco 
others. 

In the automobile industry, we 
have two contrary examples of thd 
relationship between sales, pre Riere 
tax earnings and net income iy Bnere 
General Motors and Chryslex. I. 
the case of the latter, the decling: gur 
in sales was so large that it could 
not be materially offset by taxe: 
so that the decline in net incom: 71 
of 68% is more or less paralleleif 
by the decline of 79% in pre-tay. 
earnings. It is obvious that in thi 
and similar instances, lower taxeh 
cannot offset substantial sale 
declines. Even cuts in operating: 
costs, while they help, cannot by 
themselves produce a satisfactonf 
net income. A less than 1% def 
cline in sales for General Motor: 
brought about a rather sharp def 
cline in pre-tax earnings, prob 
ably because of added expendi} 
tures in bringing out new linesf 
but the strong impact of lowef 
federal income taxes actually 4 
turned a 20% decline in pre-tat 
earnings into a 25% increase il 
net income. This is a particularly} 
revealing instance of the power: 
ful effect of reduced income taxes 
on corporate profits. 
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Effects of Lapse of EPT 
















The aircraft industry offers 4 
simple illustration of the direct 
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lume ““the individual companies in an 


offects of the ending of EPT on 
et income. Thus, both companies 
isted in the table, Douglas and 
North American Aviation, had 
simultaneous and substantial in- 
freases in sales, pre-tax earn- 
Wings and net income. In these 
and other instances in the in- 
dustry, the lapse of EPT was of 
xtraordinary value in raising per 
share earnings. The effects, how- 


ever, were not uniform as can be 
Tseen from the fact that Douglas’s 
26% increase in pre-tax earnings 
was turned into a 98% increase 
jn net income, whereas North 
‘American Aviation’s 82% in- 
crease was slightly flattened out 
‘in the 75 % increase in net income. 
Mt will be seen, therefore, that the 


“impact of taxes varies as between 


The tire and rubber industry 


‘ re offers another good illustration of 


decline in sales bringing a de- 
line in pre-tax earnings but 
hich, through the workings of 


My ower federal taxes, was finally 


ranslated into a gain in net in- 


come. Goodrich’s pre-tax earnings 


rop of 27% developed out of a 
msales decline of 11% but was 
‘moved back to a 5% gain in net 


‘Fincome. U.S. Rubber’s 15% de- 


2s, pre 
come it 
sler. In 


‘cine in sales developed into a 
35% drop in pre-tax earnings but 
‘this was brought up, through 
jower taxes principally, to a 7% 
increase in net income. (All 


. }figures here and above referring 


‘to pre-tax earnings and net in- 


{come are on a per share basis.) 


The beneficient workings of 


tlower taxes is shown in the Gen- 


feral Electric statement of earn- 


‘pings. Here, sales dropped 8% in 
{the first quarter of 1954, compared 
twith the same period 1953, and 


re-tax earnings declined 18% but 
Icome actualy rose to 43%. 


"P Westinghouse gained in all three: 
‘Psales, pre-tax earnings and net in- 


‘come. 
That lower taxes do not help 


much when sales are way down is 


filustrated by Zenith Radio. Here, 
sales declined about 36% ; pre-tax 


tarnings went off 62%, and ap- 


}roximately the same was true of 
<plet income which dropped 60%. 
“ titis also an illustration of the fact 
{that it is difficult to control operat- 


7 ing costs beyond a point, and that 


ffers a 
direct 


TREES 


if sales are deeply cut, earnings 
will be severely affected. The an- 
swer logically is that sales must be 
maintained at reasenably satis- 
factory levels if profits are to be 
sustained and that not too much 


(Please turn to page 368) 
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By now, most car owners are aware of the many advantages of power 
brakes. Smooth, instant response to light pedal pressure . . . quicker, 
shorter, surer stops . . . less strain, less fatigue, greater driver comfort. 

But up until recently, power brakes were available only as factory 
installed optional equipment on certain makes of new cars. Now—thanks 
to Borg-Warner engineering—B-W “Feather Touch” Power Brakes can 
be installed in an hour or so on most °46 to ’54 models of all popular 
makes of cars. 

As with scores of other Borg-Warner products, this new unit is 
engineered out of deep experience with the automotive industry’s high 
standard. It has a minimum of wearing parts, requires no lubrication, is 
unaffected by changes in climate. And it is the industry’s smallest, most 
compact unit, low in price, dependable in performance. 

Designed and built by B-W’s Marvel-Schebler Products Division, the 
new “Feather Touch” Power Brake is another example of Borg-Warner’s 
“design it better—make it better” tradition. One more in a long list of 
B-W contributions to the driving safety, comfort and pleasure of the 
motoring public. 


B-W engineering makes it work 


B-W production makes it available 


Almost every American benefits every day from the 185 products made by 


BorG-WARNER 
THESE UNITS FORM BORG-WARNER, Executive Offices, Chicago: ATKINS SAW « BORG & BECK 


BORG-WARNER INTERNATIONAL * BORG-WARNER SERVICE PARTS ¢ CALUMET STEEL # CLEVELAND 

ca COMMUTATOR « DETROIT GEAR « FRANKLIN STEEL « HYDRALINE PRODUCTS « INGERSOLL PRODUCTS 
INGERSOLL STEEL ¢ LONG MANUFACTURING * LONG MANUFACTURING CO., LTD. ¢ MARBON 
MARVEL-SCHEBLER PRODUCTS * MECHANICS UNIVERSAL JOINT ¢ MORSE CHAIN * MORSE CHAIN 

mewewemmm| == CO., LTD. « NORGE * PESCO PRODUCTS © REFLECTAL « ROCKFORD CLUTCH » SPRING DIVISION 
WARNER AUTOMOTIVE PARTS » WARNER GEAR « WARNER GEAR CO., LTD. # WOOSTER DIVISION 
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How Corporate Profit Margins Compare 





(Continued from page 367) 


can be expected through operating 
efficiency and lower taxes, in 
themselves, as a means of hiking 
profits. 

Since lower pre-tax profits are 
almost universal to-day, it is an 
important consideration for in- 
vestors to compare net income re- 
sults with pre-tax earnings. The 
ability of corporations to turn 
pre-tax earnings losses into net 
income gains, or to reduce the 


percentage decline in pre-tax earn- 
ings as translated into net income 
is extremely significant insofar as 
it concerns dividend policies. It 
may be accepted as reasonably 
certain that where large pre-tax 
earnings declines are not sub- 
stantially offset, according to net 
income figures, the maintenance 
of the current rate of dividend 
may be open to some question. 
—END 
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Because of abundant natural resources, this 
area served by Utah Power & Light Co., offers 
tremendous opportunity to industry. 


AREA RESOURCES BOOKLET on request 
P.O. Box 899, Dept. R, Salt Lake City 10, Utah 
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Economic-Political Conditions| 
in Latin America 





(Continued from page 333) 


However, labor is_ relatively 
scarce, and it is a question whethe; 
the mountain Indian can ever he 
persuaded to leave his worn-out 
fields and settle on the rich land 
of the Coast. 

Ecuador now supplies almost 
one-third of U. 8. banana imports, 
and with troubles in Guatemala, 
Honduras, and Costa Rica, Ecua- 
dor’s importance in the banana 
trade is likely to grow. Only 
tenth of the land suitable fo 
banana production has been uti- 
lized; besides labor, the problem 
is transportation, which is costly 
or non-existent. If the transpor- 
tation bottle-neck could be solved, 
little Ecuador could be a very 
prosperous country. No distinc. 
tions are made between foreign 
and domestic enterprises in re. 
spect to investment or taxation. 
The Central Bank is required to 
provide annually up to 15 pe 
cent of registered capital for the 
transfer of profits and the amorti- 
zation of investments. 

Bolivia is a huge, sprawling 
land filling the center of the South 
American Continent. Paradoxical- 
ly, it has more land per capita 
than any other Latin American 
country, Brazil excepted, but it 
imports some 70 per cent of its 
food requirements. The reason 
for this need to import is that 
most of her 3 million people are 
settled on the Antiplano, a bleak, 
cold, mountain plateau, almost as 
high as Tibet. Her warm ani 
tropic lands are sparsely settled. 
The exception is the Cochabamba 
region, endowed with waterpowel, 
good land, mineral resources, ant 
on the way to becoming the eco 
nomic heart of the country. La 
Paz, a quite modern, broad-spreat 
city of some 400,000 but lacking 
the metropolitan atmosphere of 
Lima, is handicapped by its alti- 
tude and its location in one of the 
deep canyons of the Easter 
Andes. 

At present Bolivia is probably 
the cheapest country in the world 
for anybody who has dollars. The 
dollar now commands about 1500 
bolivianos, as against 570 bolivi- 
anos a year ago and 130 in 1952 
when the present socialist regime| 
took over. A meal in the best hotel’ 
in La Paz, the Sucre Palace, costs) 
about 700-1,000 bolivianos and} 
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A PROGRESSIVE UTILITY 
SERVING A PROGRESSIVE 
COMMUNITY 





“COMPARISONS ARE ODIOUS”... 


to some people... but not to us! 


HIGHLIGHTS from the summary of our 1953 report to stockholders 


OPERATING REVENUES 
Electric 
Gas ; 

OPERATING REVENUE DEDUCTIONS 
Power Purchased for Resale 
Gas Purchased for Resale 
Other Operating Expenses 
Maintenance and Repairs 
Depreciation 
Taxes 


OTHER INCOME 
TOTAL GROSS INCOME 
INCOME DEDUCTIONS 
NET INCOME 
EARNINGS PER SHARE 


THE TUCSON GAS, ELECTRIC LIGHT & POWER COMPANY 


TUCSON, ARIZONA 


% CHANGE 

YEAR 1953 FROM 1952 
$9,871,331 + 18.3 
6,426,610 + 15.3 
3,444,721 + 2743 
$8,123,744 + 18.8 
1,005,759 + 32.6 
1,788,956 + 29.4 
1,706,813 + 24.6 
355,447 — 5.4 
714,800 + 25.7 
2,551,969 + 7.1 
$ 80,185 +723.5 
$1,827,772 + 20.3 
$ 260,390 + 19.6 
$1,567,382 + 20.4 
$ 1.402 - 14.8 








a good room about 1400 bolivi- 
anos. In the provinces one can 
get a good meal for the equivalent 
of a quarter. But travelling is 
rough in Bolivia, except by air. 
Good accommodations are few and 
far apart, highways poor and rail- 


way transportation uncertain. 
Bolivia is going today through 
a social and economic revolution 
very similar to that of Mexico a 
generation ago. The Government 
of Victor Paz Estenssoro is prob- 
ably as sincere and capable a gov- 











Vital Statistics — 3 Latin-American Countries 
Bolivia Ecuador Peru 

POPULATION 

1937 2,600,000 2,300,000 6,700,000 

1953 3,100,000 3,400,000 9,000,000 
AREA (Square Miles) 419,000 106,000 498,000 

(Arizona, New (Colorado) (Texas, New 
Mexico, Colorado, Mexico, Arizona, 
Utah comb.) combined) 

NATIONAL INCOME PER CAPITA 

1951, in dollars $ 100 $ 81 $ 109 
ARABLE LAND PER CAPITA 0.3 acres 2.4 acres 0.5 acres 
INSTALLED ELECTRIC POWER 

(000 Kwts.) 36 (1947) 44 (1950) 294 (1949) 
OVERALL TRADE (1953) 

Exports $123,000,000 $ 75,000,000 $219,000,000 

Imports $ 73,000,000 $ 87,000,000 $294,000,000 
CHIEF EXPORT PRODUCTS Tin, zine, Bananas, cocoa, Cotton, sugar, 

antimony, lead coffee, Panama __lead, zinc, copper, 
hats petroleum 

TRADE WITH U.S. (1953) 

Exports to U. S. $ 63,400,000 $ 44,900,000 $ 87,300,000 

Imports from U. S. $ 18,700,000 $ 41,500,000 $118,800,000 
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ernment as Bolivia has had in her 
long revolutionary history. But at 
home Sr. Paz is accused of favor- 
ing the Indians, the Aymaras; 
abroad he has the reputation of 
being socialist and pro-commu- 
nist. Unquestionably some of the 
mining unions in Bolivia are 
dominated by the communists, but 
the government is anti-communist 
and in favor of cooperation with 
the United States. If Senor Paz is 
ousted, the successors will be 
either the pro-communist radicals 
of the left or another military 
junta. 

The Paz Government weakened 
its position by the nationalization 
of “the big three” tin companies 
(Patino, Aramayo, Hochschild) 
without, it appears, any compen- 
sation. However, several hundred 
small companies continue to ex- 
tract diverse minerals without in- 
terference from the government. 
Nevertheless, investment climate 
is poor in Bolivia at present; a 
complicated tax structure and 
the impossibility of transfering 
profits out of the country are 
keeping out desperately needed 
developmental funds. 


Internal inflation has been ac- 
(Please turn to page 370) 
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in Latin America 





(Continued from page 369) 


celerated by a well-meaning but 
probably premature land reform. 
The Indians, now sole owners of 
their little plots of land, are no 
longer obliged to work on the ha- 
ciendas. Consequently the produc- 
tion of food has fallen off; nor are 
government food subsidies en- 
couraging the output. 


Increasing Foreign Competition 


In conclusion I would like to 
say something about European 
competition which may be expect- 
ed to be more intense in the fu- 
ture. In trains and planes one 
meets salesmen and export man- 
agers from different European 
countries. During my stay in 
Lima, Quito, and La Paz there 
were European trade missions 
negotiating for contracts. Prob- 
ably the most active are the Ger- 
mans in Bolivia and the Italians 
in Peru. The trade drive usually 
gets support from local German 
and Italian colonies. Also Latin 
Americans seem to be more kindly 


disposed to the inflow of European 


investment capital, which, they 
point out, is chiefly “frightened” 
capital that has come to stay and 
hence present no foreign exchange 
problem. The Europeans are get- 
ting a foot in the door by giving 
special trade benefits, by accept- 
ing payments in soft currencies 
such as the Japanese yen, and 
principally by offering liberal 
credit terms backed by their Gov- 
ernments’ guarantees. One hears 
of credit terms running up to 10 

years for factory equipment. 
The United States still sells, of 
course, more than anybody else in 
the countries that I visited (see 
accompanying table). During the 
war our products became well 
known, and Latin Americans ap- 
parently still prefer them. But 
when dollars are short or Euro- 
pean prices, lower, as in the case of 
steel products, radios, cameras, 
medicinals, and certain chemicals, 
the European product is pre- 
ferred. Many of our trade repre- 
sentatives who have been used to 
refusing orders rather than to go- 
ing after them, have yet to realize 
that market conditions have 
changed and that in order to 
keep our Latin American markets 
we will have to fight for them. 
—END 














NEW ISSUE 


June 4, 1954 


This announcement is neither an offer to sell nor a solicitation of an offer to buy any 
of these Shares. The offer is made only by the Prospectus. 


900,000 Shares 
Associated Oil & Gas Co. 


Capital Stock 


(1¢ Par Value) 


Price $3 per Share 


Copies of the Prospectus may be obtained from the undersigned only in such 
States where the undersigned may legally offer these Securities in 
compliance with the securities laws thereof. 


CALLEN & COMPANY 
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face in the recent Panhandle de. 
cision. It has also expedited its 
decisions and is reducing its big 
backlog of rate cases. (This wil] 
be further described in a subse. 
quent article on the gas utilities), 

Some of the state commission; 
are also showing a more construc 
tive attitude. The Illinois Com. 
mission, now Republican on bal. 
ance, is using “fair value” rate 
bases instead of original cost. Th 
new Florida Commission has tak. 
en a liberal view, recognizing the 
necessity for adequate earnings ti 
finance the huge construction pro! 
gram needed in that state. Some 
of the other state commission 
have not yet mended their ways, 
but on the whole the nm 
picture has brightened. 

Regulation is probably the most 
important single factor (outside! 
of rate of growth perhaps) affect- 
ing the fortunes of the individual 
utilities and the prospect for im- 
provement in share earnings, 
Hence, it is necessary for the in- 
vestor to watch carefully for the 
possibilities of rate increases, or 
the chance that earnings may 
reach too high a level in relation 
to the rate base. No resume can 
be attempted in this article since 
it would involve a description of 
regulation in all 48 states. Hov- 
ever, the brief comment made 
above may illustrate present 
trends. 





Effects of Dilution 


Next to rate increases, one of 
the most vital factors in the cur- 
rent trend of utility earnings is 
equity financing, and the conver- 
sion of senior issues into common 
stock. In the past many of the 
large utilities have had to dilute 
their common stock earnings al- 
most every year by large issues 
of common shares. To some extent 
they have been able to offset the 
effects of this dilution by using 
such devices as the credit for in- 
terest on construction (a _ book- 
keeping item), reported earnings 
on an “average share” basis in- 
stead of on actual shares out- 
standing, etc. Now, however, due 





to possible fears of a recession! 
and also to the decline in the in-| 
terest credit for construction, « 
utility managements have appar: 
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New Oak Creek Power Plant } 
on Lake Michigan between 
Milwaukee and Racine 


HE first 120,000 kilowatt unit at 
Oak Creek went “on the job” in 
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1953, bringing system capacity above 
the one million kilowatt mark. 


Construction of a second unit is. 


now proceeding. It will be placed in 
operation during the fall of 1954. A 
third unit is scheduled for completion 
in 1956. Presently planned capacity 


Oak Creek || on the 


Job 








at Oak Creek is 500,000 kilowatts. 


Oak Creek represents another for- 
ward step in providing dependable 
service for widely diversified indus- 
trial and rural areas in Wisconsin and 
upper Michigan. Our system serves 
484,500 electric customers, 70,500 gas 
customers and 1,340 steam heating 
customers. 


WISCONSIN ELECTRIC POWER COMPANY SYSTEM 








ently decided to reduce the amount 
of equity financing. Several im- 
portant systems such as Southern 
Company, West Penn Electric and 


stocks. Medium-grade preferreds 
last June could be obtained to 
yield 4.87%, but now the yield on 
these issues averages about 4.30% 


tic effect on market prices of 
utility stocks. 

The utility stocks have perhaps 
not participated in the bull mar- 
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others, do not expect to issue ad- 
ditional shares this year. 

In the first quarter of 1954 
utility equity financing aggregat- 
ed only $155 million compared 
with $227 million last year, al- 
though total financing was $823 
million versus $723 million. In 
April common stock issues totaled 
about $65 million out of an ag- 
gregate of $306 million (these 
figures do not include telephone 
financing) ; last year the corre- 
sponding figures were $49 million 
out of $190 million. If this trend 
continues it will be a substantial 
aid in sustaining share earnings, 
particularly where the old-fash- 
loned method is still used of re- 
porting on actual rather than 
average shares. 

Last year. utility stocks had a 
Severe decline during the spring, 
partly due to recession fears but 
more largely because of rapidly 
rising interest rates. At that time 
the argument was frequently 
heard in Wall Street that utility 
equities were being depressed by 
_“competition” with preferred 
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(somewhat higher for new offer- 
ings). The decline in common stock 
yields has paralleled that in pre- 
ferred stocks, since last June, fol- 
lowing the reversal in Adminis- 
tration monetary policy. Based on 
the Moody average of 24 electric 
utility common stocks (repre- 
senting the more important and 
more seasoned issues) the recent 
yield was 4.95% compared with 
5.29% a year ago and a high yield 
of 5.72% around the bottom of 
the market break last June. 


Market Action of Utility Stocks 


The Administration seems com- 
mitted to continuance of the pres- 
ent easy money policy, certainly 
until after the fall elections. 
Whether after that time money 
rates might again be tightened 
as a check against any growing 
inflationary trend remains a possi- 
bility. However, it seems very 
doubtful whether any change 
would be as sharp and sudden as 
that of a year ago and hence it 
would hardly have the same dras- 


ket in the same degree as the blue 
chip industrials, but nevertheless 
the Dow Jones Utility Index 
(which in 1953 dropped from 
53.86 on March 13 to 47.87 on 
June 22) has now advanced to a 
high of 58.27 as of May 19, or a 
gain of 22%. This compares with 
a corresponding recovery in the 
industrial average of 24% and in 
the rail (which made its low last 
September) of 21%. 

This participation in the bull 
market has been accomplished 
despite some slowing-down in the 
number of dividend increases, 
which last year were quite num- 
erous. Electric utilities announc- 
ing increases this year have been 
Puget Sound Power & Light, Ken- 
tucky Utilities, Citizens Utilities, 
Pennsylvania Power & Light and 
Minnesota Power & Light (other 
utilities include Kings County 
Lighting, Southern Natural Gas, 
Brazilian Traction, General Tele- 
phone, etc.) Two-for-one stock 
splits have been approved for 
Portland General Electric and 
Public Service of New Hampshire, 

(Please turn to page 372) 
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Prospects for the 
“Earth Movers” 
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and General Telephone is being 
split three-for-two. The scattered 
dividend increases do not much 
affect the total for the entire elec- 
tric utility industry. For the 
month of February dividends on 
common stock were only 4.5% 
ahead of February last year al- 
though for the twelve months 
ended February the gain was 
8.4%. 

The electric utility stocks will 
continue to share in the current 
bull market but in lesser degree 
in the future, since the main im- 
petus has been the sharp decline 
in money rates. This decline now 
appears to have almost run its 
course and the bond market in 
recent weeks has turned irregular 
under the weight of heavy new 
offerings. Over the long pull, the 
utility stocks should continue to 
reflect their basic prospects for 
growth. —END 





Looking for a 


Plant site? 


AGE offers you a choice 
of 2290 communities 





in Michigan, Indiana, Ohio, 
West Virginia, Virginia, Ken- 
tucky, and Tennessee. 


Write in confidence for data 
on plant sites or available 
industrial space. Our detailed 
reply will include eight-color 
map showing power lines and 
natural resources. 


L. L. DAVIS, Manager 
DIVISION OF AREA DEVELOPMENT 


American Gas and 
Electric Company 


30 CHURCH ST., NEW YORK 8, N.Y. 


COrtlandt 7-5920 
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(Continued from page 343) 


the 1953 first three months. 

The company’s sales in the ini- 
tial month of the second quarter 
reflected a seasonal upturn, total- 
ing $34.1 million, a gain of ap- 
proximately $1.5 million over 
March sales, and pulling per share 
net for the first four months up 
to $1.93, as compared with $2.04 
for the like period of 1953. Cater- 
pillar Tractor’s equipment used 
in road building, logging camps, 
and other industrial activities, as 
well as on the farm, is being ex- 
panded this year by the introduc- 
tion of its D9X, rated as the most 
powerful crawler tractor, and now 
undergoing tests on such jobs as 
earth-moving, pipeline clearing, 
strip mining, and other heavy- 
duty applications. 

The company has strong finan- 
ces. At the close of 1953, current 
assets, including normally season- 
al high inventories of $110.2 mil- 
lion, cash of $11.2 million and 
$23.7 million in receivables, total- 
ed $145.2 million. Against this, 
current liabilities consisting of 
$23.1 million payable to suppliers 
and others, and $23.3 million Fed- 
eral income and excess profit tax- 
es, totaled $46.4 million, leaving 
$98.7 million as net working capi- 
tal. In addition to the regular divi- 
dend of $2.00 a share paid in 
1953, Caterpillar distributed an 
extra of 50 cents a share, plus 
4°~ in stock. This latter distribu- 
tion is repeated this year, July 15 
being the ex-dividend date with 
August 10 set as payment date. 
Current quarterly rate of 50 cents 
a share may be supplemented by 
an extra cash payment this year. 


ALLIS-CHALMERS MANU- 
FACTURING CO.’s 1954 first 
quarter sales of $123.6 million 
were up from $117.3 million for 
the first quarter of last year. Al- 
most all of this gain was account- 
ed for by sales of the Buda divi- 
sion manufacturer of diesel, gas, 
butane and gasoline engines, fork 
lift trucks and industrial towing 
tractors Allis-Chalmers acquired 
late in 1953. Farm equipment and 
electrical equipment sales were 
slightly ahead of a year ago, al- 
though construction equipment 
sales, in keeping with first quar- 
ter experience of other manufac- 
turers of this type of equipment, 
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were slightly lower. 

Net income for the 1954 quarter 
of $5.5 million was equal to $1.68 
a share for 3,276,001 shares of 
outstanding common stock, as 
compared with $4.8 million, or 
$1.55 a share on 3,019,909 shares 
outstanding a year ago. Despite an 
increase of $1.6 million in Federa] 
income taxes to $7 million for the 
first quarter the company was able 
to improve its ratio of profit to 
sales billed to 4.53% from 4.09% 
realized in the first three months 
of 1953. Exclusive of orders of the 
tractor division which are _ not 
booked until billed, Allis-Chalm. 
ers began the second quarter of 
this year with unfilled orders 
amounting to $173 million. Al. 
though the company closed 1953 
with net working capital of $207 
million, it recently sold a new is. 
sue of 350,000 shares of 4.08% 
cumulative convertible preferred 
stock of $100 par value, proceeds 
of which would be used in part to 
permit larger inventories and to 
increase productive capacity. 


BUCYRUS-ERIE CO., 1954 
first quarter net of $1.7 million, 
or $1.12 a share for the capital 
stock, compares with net of $1.3 
million, equal to 83 cents a share 
in the corresponding period of 
1953. While there was some sav- 
ing in taxes for the quarter, the 
good showing was achieved on net 
sales of $20.5 million, a dip of 
$2.6 million under 1953 _ first 
quarter sales, indicating an im- 
provement in per cent of profit to 
dollar volume. The company, one 
of the largest manufacturer of ex- 
cavating equipment used in heavy 
construction, mining and _ other 
fields is also an important pro- 
ducer of water and oil well drill- 
ing equipment, rotary and flame 
drilling machines for blast holes, 
producing also railway cranes up 
to 250 ton capacity. Current divi- 
dend is 40 cents a share quarterly, 
supplemented last year by an ex- 
tra of 60 cents a share which un- 
doubtedly will be duplicated in 
1954, provided second and third 
quarter earnings approach those 
established in the first quarter, as 
now seems likely. 


INGERSOLL-RAND CO., pro- 
ducing air and gas compressors, 
oil and gas engines, pneumatic 
tools, and among other equipment, 
general mining, tunnelling and 
quarrying machinery, reported 
1953 net earnings of $21.6 mil- 
lion, an all-time peak, and equal- 

(Please turn to page 374) 





unusuc 
lected 
points 
and Gé 
Do no 
bining 
finances 
ing pr 

i ae 

( 
| 
ia 


At ine 
three 
recom 
stocks 
ers . 

group 
sharp 


PR 
PR 


PR 


SP RSIS LOLS I SSS ee IE 





Hee 


> JUNI 





lartey 
$1.68 
es of 
K, as 
n, or 
hares 
ite an 
>deral 
or the 
S able 
fit to 
1.09% 
onths 
of the 
> not 
halm- 
er of 
rders 
. & 
1953 
$207 
W is- 
08% 
erred 
ceeds 
art to 
nd to 


1954 
Ilion, 
ipital 
$13 
share 
d of 
Sav- 
, the 
n net 
ip of 
first 
1 im- 
fit to 
, one 
f ex- 
leavy 
other 
pro- 
drill- 
flame 
10]es, 
25 up 
divi- 
terly, 
nN ex- 
1 un- 
d in 
third 
those 
ar, as 


pro- 
sors, 
natic 
nent, 

and 
orted 

mil- 
qual- 


Profit By Our Three New Recommendations... 
For Substantial Income and Dynamic Growth 


Y.. can share now in 3 situations of 
unusual promise our analysts have se- 
lected (as reinvestment following 275% 
points profit taken in Eastman Kodak 
and General American Transportation). 
Do not miss these new selections, com- 
bining foresighted management, strong 
fmances, assured income and outstand- 
ing profit prospects for 1954-55: 


1, A Dynamic Growth Stock Paying 
Over 6.8% Income 


2. Lower Priced Opportunity For 
Large Gains—7% Yield 











413, POINTS PROFIT 
ON BOEING AIRPLANE 


In December, all sub- 
scribers were advised to 
buy Boeing Airplane — 
at 46 — before the 2-for-1 
split was proposed. This 
stock has already ad- 
vanced 4134 points — so 
even a 25-share purchase 
quickly showed profits 
of more than 10 times 
our entire annual fee. 


A FULLY ROUNDED 
INVESTMENT SERVICE 


You will find that THE FORECAST 
tells you not only WHAT and WHEN 
to buy — and WHEN to take profits... 
but it also keeps you informed of what 
is going on in the companies whose 
shares are recommended in our Bulletins. 
Each security you buy on this advice is 
continuously supervised so you are never 
left in doubt as to your position. 








3. A Special Situation for Profit 

















Building Plus 5.2% Return 


At individual bargain levels we will round out our 
three diversified investment programs with other new 
recommendations—including medium and low priced 
stocks—which should be among coming market lead- 
ers. . . as investment demand rotates to the stock 
groups where new developments are likely to spur 
sharp advances: 


PROGRAM ONE ... Stressing Security of Prin- 
cipal — Assured Income of 514 to 8% — 
With Appreciation. 


PROGRAM TWO .. . Dynamic Securities for 
Capital Building with Higher Dividend 
Potentials. 


PROGRAM THREE ... Low-Priced Stocks for 
Large Percentage Growth — Where a 
maximum number of shares may be 
purchased with limited capital. 


You will receive our weekly Bulletins keeping you a 
step ahead of the crowd in relation to the securities 
markets, the action of the various stock groups, the 
outlook for business, under new government policies 

.as well as interpretation of the Dow Theory and 
our famous Supply—Demand Barometer. 


STRENGTHEN YOUR ACCOUNT — 
BE SURE TO GET OUR NEW ADVICES 


Enroll now and buy our 3 new recommendations be- 
fore they score sharp advances. 


Send a list of your present holdings, twelve at a time, 
so we can analyze them promptly for you...telling you 
what should be retained and which you should sell. 
Using the funds released through sale of weaker issues, 
plus your cash reserves—you can share in our 3 new 
opportunities which we will point out to you. 


The coupon below entitles you to an added month of 


service if you ENROLL NOW. 








FREE SERVICE TO JULY 12, 1954 ccccccccccocony 








Mal Coupon 
Joday 
Special Offer 


THE INVESTMENT AND BUSINESS FORECAST 6/1 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


I enclose [) $60 for 6 months’ subscription: [] $100 for a year’s subscription. 
(Service to start at once but date from July 12, 1954) 
one month from the day you receive my payment.) 


SPECIAL MAIL SERVICE ON BULLETINS 
$5.20 six months 


MONTHS’ 60 Air Mail: () $1.00 six months: [] $2.00 

6 SERVICE S$ Special flo and Canada. 
10.40 one year. 

MONTHS’ 
12 SERVICE $100 INAMRO Sco ra ences 
Complete service will start at Addre88............ eee 
once but date from July 12, 1954. . 
Subscriptions to The Forecast CIRY.ereeeeeeeteeeeseerrerie 


Your subscription shall not be assigned at 


(0 Telegraph me collect in anticipation of 
important market turning points...When 
to buy and when to sell...when to ex- 
pand or contract my position. 


List up to 12 of your securities po our 





) 


REET) 


SPSS OS eeVe2ela see 


are deductible for tax purposes. 


any time without your consent. 


initial analytical and advisory report. 


D cunecoueneneneceseeseoeencenersceeewqneewsnneeweesenneussdneneneneuneeeeessassnee 


JUNE 12, 1954 
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INTERNATIONAL MINERALS 
& CHEMICAL CORPORATION 


General Offices: 
20 North Wacker Drive, Chicago 6 


* 
QUARTERLY DIVIDENDS 
4% Cumulative Preferred Stock 
49th Consecutive Regular 
Quarterly Dividend of 
One Dollar ($1.00) per Share 


$5.00 Par Value Common Stock 
Forty Cents (40¢) per Share 


Declared—May 27, 1954 
Record Date—June 18, 1954 
Payment Date—June 30, 1954 

A. R. Cahill 

Vice President and Treasurer 

* 


Phosphate e Potash e Plant Foods 
Chemicals e Industrial Minerals 
Amino Products 














ANACONDA 


DIVIDEND NO. 184 
May 27, 1954 
The Board of Directors of 
Anaconda Copper Mining Com- 
pany has today declared a 
dividend of Seventy-five Cents 
($.75) per share on its capital 
stock of the par value of $50 
per share, payable June 29, 
1954, to stockholders of record 
at the close of business on 
June 7, 1954. 


C. EARLE MORAN 
Secretary and Treasurer 
25 Broadway, New York 4, N. Y. 











CONSECUTIVE 
DIVIDENDS 


@ A quarterly dividend of 45¢ a share 
has been declared on the common 
stock of this company, payable on 
July 1, 1954, to shareholders of record 
June 8, 1954. 
@ A quarterly dividend of $1.00 a 
share has also been declared on the 
preferred stock of the company. It too 
is payable on July 1, 1954, to share- 
holders of record June 8, 1954. 

E. H. Volwiler, President 


Clbbott] May 27,1954 


ABBOTT LABORATORIES 
Manufacturing Pharmaceutical Chemists 
North Chicago, Illinois 
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INTERNATIONAL 
SHOE 
COMPANY 


St. Louis 


T7BRr 


CONSECUTIVE DIVIDEND 
| Common Stock 


A quarterly dividend of 60¢ per 
share payable on July 1, 1954 
to stockholders of record at the 
close of business June 15, 1954, 
was declared by the Board of 
Directors. 

ANDREW W. JOHNSON 


Vice-President and Treasurer 


June 1, 1954 














ELLIOTT 


[o COMPANY. 


JEANNETTE, PA. 


The Board of Directors has declared the 
following dividends: 


5% Cumulative Preferred Stock 


5% Cumulative Second 

Preferred Stock 
A dividend of 62'4c, payable July 1, 1954 
to stockholders of record June 14, 1954. 

Common Stock 
A quarterly dividend of 40c, payable 
June 30, 1954 to stockholders of record 
June 14, 1954. 

M. G. SHEVCHIK, Secretary 

May 26 1954 











BENEFICIAL 


LOAN CORPORATION 
DIVIDEND NOTICE 


Dividends have been declared by e 
the Board of Directors, as follows: 


CUMULATIVE PREFERRED STOCK 


$3.25 Dividend Series of 1946 


$.81% per share 
(for quarterly pericd ending 
June 30, 1954) 


COMMON STOCK 


Quarterly Dividend of 
$.60 per share 


The dividends are payable June : 
30, 1954 to stockholders of rec- # 


ord at close of business June 
15, 1954. 


William E. Thompson 
June 2, 1954 


IN U. S. 
AND CANADA 


OVER 
800 OFFICES 





Secretary # 








Prospects for the 
“Earth Movers” 


(Continued from page 372) 


ling $10.69 a share for its com. 
mon stock. This showing compares 
with previous year’s net of $203 
million, or $10.08 a share, and 
based on 1954 first quarter show. 
ing is likely to be bettered by a 
fair margin during the current 
year. Lapse of excess profits tax 
which took $3.31 a share from 
common stock earnings last year, 
should provide a_ considerable 
cushion under 1954 net. 

Reflecting confidence in the im. 
mediate outlook is the action of 
the company in increasing the 
1954 quarterly dividend rate to 
$1.50 a share from $1.25 quarterly 
paid last year, plus a 1953 year. 
end extra of $2 a share. In view of 
the strong finances and the out. 
look for continued good earnings, 
the company should have no diff: 
culty in duplicating this extra this 
year, even though the quarterly 
rate has been increased. As of the} 
close of 1953, its cash and equiva- 
lent totaled $95 million, or ap. 
proximately 1.8 times total cur. 
rent liabilities. Ingersoll-Rand has 
no funded debt or other capital 
obligation outside of 25,555 shares 
of $6 preferred stock outstanding 
ahead of its common shares which 
have received dividends without 
interruption over the last 45 
years. 

The companies described above 
have been selected for special em- 
phasis because of their prominent 
position in the road-building and 
earth moving industries. Others, 
appearing in the table, are not 
heavily identified with these in- 
dustries, though they derive a sub- 
stantial part of their business 
from such sources, and for that 
reason have not been commented 
on individually. —END 








Two Food Giants Compared 





(Continued from page 345) 


million have been spent for new 
facilities, with earnings retained 
in the business and depreciation 
allowances helping to finance this 
expansion. In the last two fiscal 
years, earnings retained in the 
business total $22.2 million. 
Although the company has not 
as yet released its March 81, 1954 
balance sheet, it is more than! 
likely that it will show a con-| 
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tinuance of strengthening finan- 
ces. As of March 31, 1953, cur- 
rent assets, including cash and 
U. S. Government securities total- 
ing almost $60 million, of $253.2 
million were 3.4 times current 
liabilities of $74.2 million. 
General Foods since inaugura- 
tion of dividends on its common 
stock in 1922, has maintained 
payments in each year without 
interruption. With the declara- 
tion of 1954 second quarterly divi- 
dend, the common stock has been 
placed on an annual dividend 
basis of $2.80 a share, thus in- 
creasing the stock’s investment 
stature. At its recent price of 
66, the higher dividend yields 
4.2%, an attractive return for 
investors who are willing to hold 
the stock for its growth poten- 
tials —END 





For Profit & Income 





(Continued from page 349) 
from highest past levels. 


Insiders 

Many investors distrust stocks 
in which officers and directors 
have minimum holdings. They 
like to feel that they and the man- 
agers are “in the same boat.” Of 
course, there is a limit to what 
good management can do in a 
poor industry; and professional 
management may in some in- 
stances be more able than family 
management, There are good, 
fair-to-middling and poor stocks 
in which management has large 
interests; and, where they are 
good, there is always the question 
whether the market price is too 
high at a given time. Here are 
some stocks of above-average 
merit in which management owns 
large holdings: Anchor Hocking 
Glass, Brown Shoe, Champion 
Paper, Coca-Cola, Corning Glass 
Works, Federated Department 
Stores, Johnson & Johnson, Min- 
nesota Mining & Mfg., Outboard 
Marine & Mfg., Rohm & Haas, 
Sun Oil, Warren Petroleum and 
Wrigley. 
Pressure 

EPT lapse is tending to main- 
tain average earnings and thus to 
conceal shrinkage in operating 
margins. In the first quarter, in- 
come before taxes of about 200 
representative industrial com- 
panies was 9.8% of sales, against 
12% in the first quarter of 1953. 
While the benefit of EPT lapse is 

(Please turn to page 376) 
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C.1.T. 
FINANCIAL 


DIVIDEND NO. 127 





CORPORATION 


coeeoeeveewee eee 


A quarterly dividend of $0.50 
per share in cash has been 
declared on the Common 
Stock of C. I. T. Financrat 
Corporation, payable July 
1, 1954, to stockholders of 
record at the close of busi- 
ness June 10, 1954. The 
transfer books will not close. 
Checks will be mailed. 
C. Joun Kunn, 
Treasurer 
May 27, 1954. 























DIVIDEND NOTICE 


The following dividends 

have been declared by the 

Board of Directors: 
Preferred Stock 

A regular quarterly dividend 

of $1.0625 per share on the 


$4.25 Cumulative Preferred 
Stock, payable July 1, 1954 
to stockholders of record at 
the close of business on 
June 15, 1954. 
Common Stock 

A quarterly dividend of 
$0.15 per share on the Com- 
mon Stock, payable July 1, 
1954 to stockholders of rec- 
ord at the close of business 
on June 15, 1954. 

Transfer books will not be 
closed. Checks will be 
mailed. 

Wo. J. WILLIAMS 
Vice-President & Secretary 




















" Padlaen 
Incorporated 


88th Consecutive Year of 
Quarterly Cash Dividends 
paid by Puilman Incorporated 
and predecessor companies 


A regular quarterly dividend of 
seventy five cents (75¢) per 
share will be paid on June 14, 
1954 to stockholders of record 
May 28, 1954, 


CHAMP CARRY 


President 

































SCHEMICALS|y 
@rexrices |e 


{_pzastics 4 


CELANESE 


CORPORATION OF AMERICA 
(180 Madison Avenue, New York 16, N.Y. 


eee 


HE Board of Directors has this day 
declared the following dividends: 


442% PREFERRED STOCK,SERIES A 
The regular quarterly dividend for 
the current quarter of $1.12' per 
share, payable July 1, 1954, to 
holders of record at the close of busi- 
ness June 7, 1954. 


7% SECOND PREFERRED STOCK 
The regular quarterly dividend for 
the current quarter of $1.75 per share, 
payable July 1, 1954, to holders 
of record at the close of business ? 


§ 
; 
June 7, 1954. 


OOO ev» 


COMMON STOCK 
12% cents per share payable June 
24, 1954, to holders of record at the 
close of business June 7, 1954. 
R. O. GILBERT 


- Secretary 







May 25, 1954. 











YALE & TOWNE 


DECLARES 
265th DIVIDEND 


5O¢ PER SHARE 

















On May 27, 1954, 
dividend No. 265 of 
fifty cents (50¢) per 
share was declared 
\ by the Board of Di- 
rectors out of past 
earnings, payable on 
July 1, 1954, to stock- 
holders of record at 
the close of business 
\ June 11, 1954. 


F. DUNNING 
Executive Vice-President 
and Secretary 


THE YALE & TOWNE MFG. CO. 


Cash dividends paid in every year since 1899 
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FREE! 


A Special Offer to all 
i: intelligent investors 


A vital BASIC ANALYSIS report. 
| What stocks are vulnerable to truce 
in Indo-China. The LINE OF PRE- 
PARED ACTION. The hidden truth 
about the association of this market 
with the 1929 boom. Why inside 





money continues to buy stocks 
| against all contrary advices. 
j | Your opportunity to get this 
ii amazing report FREE 
| j 
7+ 
Send at Once FREE 


| FREE 
| Cc. F. M. WILLIAMS 


Ha | 36 West 40th Street, N. Y. 18 


New York London 

















DIVIDEND NUMBER 40 


Interlake Iron Corporation has 
declared a dividend of 30 cents 
per share on its common stock 
payable June 30, 1954, to stock- 
holders of record at the close of 
business June 15, 1954. 


ot. Vice Pres. & Treas, 


INTERLAKE 


IRON 
5" CORPORATION 


“Salis CLEVELAND, OHIO 


Blast furnace plants in Chicago, Duluth, Erie and Toledo 




















Uniteo Srares Lines 
Company 
Common 


Stock 
DIVIDEND 





The Board of Directors has authorized the 
payment of a dividend of thirty-seven and 
one-half cents ($.371/2) per share payable 
June 12, 1954, to holders of Common 
Stock of record June 3, 1954, who on 
that date hold regularly issued Common 
Stock ($1.00 par) of this Company. 

CHAS. F. BRADLEY, Secretary 
One Broadway, New York 4, N. Y. 














The Board of Directors has declared this day 
the following quarterly dividend: 
Common Stock 


No. 80, 20¢ per share 


payable on August 14, 1954, to holders of 
record at close of business July 20, 1954. 


Dare Parker 
Secretary 


June 3, 1954 
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For Profit & Income 





(Continued from page 375) 


static, margins will remain under 
pressure, due to more competitive 
conditions. To some extent indus- 
trial sales in the first quarter 
were against orders booked 
months ago in 1953 at higher 
prices. More of second quarter 
and second half sales will be to 
fill orders booked more recently 
at lower prices. Even if general 
business activity does not recede 
further, margins may narrow 
enough to make second half earn- 
ings poor reading in many in- 
stances. 


One-Way 


There is no such thing as a one- 
way growth company, entirely 
immune to depressions. However, 
Scott Paper comes about as close 
to it as is possible in the competi- 
tive industrial field. Comparing 
booming 1929 with uniquely de- 
pressed 1932, sales were up slight- 
ly, net income down less than 8%, 
dividends unchanged. Sales, earn- 
ings and dividends increased in 
the slump year 1938; also in the 
mild-recession year 1949. Despite 
general recession, 1954 looks like 
another plus year for Scott, with 
net likely to rise by some 8% to 
10% over 1953’s $3.60 a share, 
and a boost in the $3 dividend 
rate possible. Even when a com- 
pany is almost on a one-way 
street, its stock never can be; for 
shifts in investment sentiment are 
always wider than those in earn- 
ings or dividends. Thus, Scott 
Paper fell from 12 in 1929 to 3 
in 1932; from 225% to 1714 in the 
bear market begun in 1937; from 
3014 in 1946 to 1934, in 1948. 
However, it was immune to the 
minor bear market from mid- 
1948 to mid-1949. A premium 
price is justified for a stock like 
this. How much of a premium 
one can prudently pay is always 
a moot point. Now at 87, it is 
priced around 20 times probable 
1954 earnings; and yields a little 
over 3.4%. It is not cheap. On the 
other hand, mistakes in timing 
purchases of this kind of stock 
figures to be self-corrective. On a 
longer-term view, no price paid 
for it in the past ever proved to 
be too high, since on every up- 
ward market cycle heretofore it 
went much above earlier highs. 

—END 
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MARTIN-PARRY 
CORPORATION 
DIVIDEND NOTICE 
The Board of Directors has declared a dividend 
of fifteen cents (15¢) on the Capital Stock ot 
the Corporation, payable July 6, 1954, to stock. 
holders of record at the close of business June 
21, 1954. 
T. RUSS HILL, President 














BOOK REVIEWS © 


The Limits of Taxable Capacity 


In this volume the Tax Institute of. 
fers a clarifying discussion of a prob- 
lem which is currently the subject of 
heated controversy. Much has _ been 
heard in recent years concerning the 
desirability of limiting the power of 
the federal government to impose taxes, 
A proposed amendment to the federal 
constitution would impose specific lim. 
its to the government’s power to impose 
taxes. Constitutional or statutory limits 
upon state and local taxes are to be 
found in a number of states. 

In addition to legislative limits, there 
are also political and economic limits 
to the taxing power. Such limits are 
beyond the power of any legislative 
body to tamper with. 


In the Foreword to the volume, Pro- 
fessor Strayer concluded: 

“No simple answers were sought nor 
expected on such a complex issue. The 
results of the symposium prove once 
again, however, that a conference which 
seriously attempts to define a problem 
and to bring together individuals who 
have seriously thought about its sev- 
eral aspects can do much both to ad- 
vance our understanding of the issues 
involved and to prevent unreasonable 
or hasty reactions based on fear rather 
than understanding.” 


Tax Institute, Inc. 
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Power of Words 
By STUART CHASE 


Challenged by the expansion and the 
new developments in the vital field of 
communication, the author here reports 
to the intelligent layman, and clarifies 
the subject in its recent dramatic as- 
pects. Fifteen years ago, in The 
Tyranny of Words, Stuart Chase de- 
scribed how he studied semantics in 
order to improve his own communica- 
tion as a writer. Semantics, then hardly 
known to the public, received consid- 
erable attention here and _ abroad 
through this work. The subject has 
continued to grow in importance, with 
books, magazines, societies, special 
courses in schools and colleges, all con- 
centrated upon it. 

Besides semantics, Mr. Chase dis- 
cusses in this new book other branches 
of communication, such as: cybernetics, 
linguistics, brain physiology, group dy- 
namics, communication among animals, 
the perception experiments at Hanover 
and Princeton, and language develop- 
ment in children. After describing the 
new findings, he applies them to various 
fields, including mass media, campaign 
oratory, Russian propaganda, economic 
talk, schoolroom talk, medical talk, and 
varieties of gobbledygook. 


Harcourt Brace $3.95 
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Merchandising’s inmost modern methods work 
best in National’s Long-Span Multiple Buildings 


When the time came to pick a building 
design for suburban Cleveland’s mod- 
ern new Meadowbrook Mart, the most 
logical choice—from every standpoint— 
was a Stran-Steel Long-Span 50 Mul- 
tiple building, 150 feet wide and 642 long. 
First consideration was floor space, and 
the choice was strongly influenced by the 
Long-Span’s provision of a maximum 
amount of unobstructed interior area— 
in the Mart’s case, c-.r 91,000 square 
feet... enough for the more than 70 
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retail businesses that make it an out- 
standing service and shopping center. 


Second was construction costs. Long- 
Spans go up rapidly and easily, so the 
Mart’s owners made appreciable sav- 
ings in time and money by their choice. 
And finally, Long-Span was chosen be- 
cause it easily lends itself to adapta- 
tion and modern treatment. 


The Long-Span Multiple, a product of 
the Stran-Steel Division of Great Lakes 


AWN 


AY At 
\\ \ 
\\ 


yore” 


x 
“as 
< : = + 


—~ 


DOW BROS 


— ~ | 
—— I & i 


i 


= 


NATIONAL 
STEEL 


Steel, fits into any site or any applica- 
tion—farm, industrial, or commercial. 
Straight sturdy sidewalls and arch roof 
give a maximum amount of unob- 
structed space. Arch ribs and trusses of 
famous N-A-X High-Tensile Steel make 
for long life, strength and economy. 
All-steel buildings are but one of the 
many National Steel products that 
serve many industries in many ways 

. that make National Steel one of 
America’s leading producers of steel. 





SEVEN GREAT DIVISIONS WELDED INTO ¢ 
COMPLETE STEEL-MAKING STRUCTURE 


Weirton Steel Comp 
Hanna Iron Ore Con 


CORPORATION 


PITTSBURGH, PA. Great Lakes Steel Corp. 


Stran-Steel Division 
fhe Hanna Furnace Corp. National Mines Cor, 
National Steel Products Co. 


NATIONAL STEEL 


GRANT BUILDING 
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SERVING AMERICA BY SERVING AMERICAN 





INDUSTRY 











